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Foreword 


Lasr June, President Roosevelt in a 
mes to Congress announced that he would ask the 
next Congress to enact legislation to carry out his program 
for economic security. 

Shortly afterward the President ‘4.,ointed a Committee 
on Economic Security and instructed it to make a study 
of the subject and present to him a report on December 1, 
1934, to be used as a basis fo. his recommendations to 


Miss Frances Perkins, Secretary of Labor, was named 
chairman of the committee, which included in its member- 
ship the Secretary of the Treasury, the Attorney General, 
the Secretary of Agriculture, and the Federal Emergency 
Relief Administrator. 

Miss Perkins appointed, as secretary and executive 
director, Dr. Edwin E. Witte, chief of the Wisconsin State 
Legislative Reference Service who was instrumental in 
drafting the Wisconsin Unemployment Insurance Act, to 
supervise the studies and the preparation of the report. 

As outlined by the President, the Economic Security 
Program covers four major projects—unemployment in- 
surance, old age pensions, aid for needy children and 
health insurance. 

The Comraittee made studies of all of these subjects 
and filed its, report with the President early in January, 
1935, one snonth behind schedule, the delay being due to 
differences of opinion among members of the Committee 
over several points in the report, which differences were 
finally ironed out. 

On January 17, the President sent a message to Con- 
gress, a ied by the Committee —. and asked 
aoe ee the program into effect y 


Senator Robert F. Wagner of New York and Represen- 
tative David J. Lews.of Maryland, co-authors of the 
Wagner-Lewis unem insurance bili, which passed 
the Senate but not House in the Seventy-third Con- 
gress, introduced in the Senate and House the Administra- 
tion measures within a few minutes after the President’s 
message had been read. 

The Wagner bill was referred to the Senate Committee 
on Finance and the Lewis bill to the House Committee on 
Ways and Means, because the bill provides for a tax and 
therefore go to the committees to which all revenue rais- 
ing measures are referred. 


FEBRUARY 
1935 


e THIS MONTH’S FEATURE e 


Compulsory Unemployment Insurance 


be promptly 


Up to the last minute the Administration was undecided 
as to whether to recommend the consideration of each of 
the four points in the President’s in four sepa- 
= bills. It was finally decided to cover them all in one 

There is still a possibility, however, that the Wagner 
and Lewis bills will be broken up into four parts. 

To be effective, that part of the bill dealing with unem- 
aan insurance must be acted upon promptly by the 

ouse and Senate, since it provides, not for a purely 
Federal unemployment insurance system, but for a com- 
bined state and Federal system. 

Forty state legislatures are either in session or will soon 
be in session and the desire of the Administration is that 

pass a bill so the state legislatures will have an 
opportunity to act upon it before they adjourn. 

In many of the states the legislatures meet biennially, 
instead of annually, and if they do not act on unemploy- 
ment insurance legislation this year they wil! not be able 
to consider it until two years hence, unless special sessions 
are called for the purpose. 

This condition strengthens the possibility that unem- 
ployment legislation may be separated from the rest of the 
economic security legislation and considered by itself. 

How strong the ition to the economic security bill 
will be cannot be foretold until it develops in the com- 
mittee hearings. If it appears to be of sufficient force to 
delay action on the bill as a whole, the leaders will prob- 
ably find it advisable to take out those features of the bill 
which are least controversial and put them through as 
separate measures, 

This number of the Dicest -_ wont = ie un- 
employment insurance isions 0} ill. id age 
pension provisions will be dealt with in the March number. 

Bills providing for Federal ent insurance 
first. appeared in Congress in 1916, but. made no headway. 
The history of state and Federal efforts on the subject 
will be found in the chronology beginning on page 37. 

Wholesale unemployment in various foreign countries 
incident i nue ose following the world war 
led to the development of various types of unemployment 
insurance systems, some and some compulsery. 

In England, where a compulsory system. covering a few 
industries had been instituted in 1911, unemployment in- 
surance was extended to cover practically all industry. 

Continued unemployment in America gave impetus to 
the movement in this country, culminating in the pending 















































As explained by Senator Wagner in his article on page 
45 the provisions of the Economic Security Bill covering 
unemploymeat insurance do not contemplate a Federal 
system. They provide for state systems with Federal aid. 

The states are left to enact their own compulsory insur- 
ance laws but they are prohibited from participating in 
Federal aid unless those laws meet the requirements of the 
Federal Act. 


Aside from the direct appropriations from the Federal 


Treasury for aid to state insurance boards, the money - 


necessary to provide funds from which the unemployment 
insurance benefits are to be paid comes from the Federal 
tax on payrolls. When these taxes are collected, the Fed- 
eral Government will hold out 10 per cent to cover ex- 
penses of collection, etc., and will return 90 per cent to 
taxed employers who have established unemployment 
insurance systems under state laws that are in line with 
the Federal requirements. 

While proponents of a compulsory unemployment in- 
surance law are frank to state that such a law will not 
prevent unemployment, they maintain that it will go a long 
way toward the stabilization of labor in industry and will 
lesser the burden of direct public relief in periods of 
economic depression. 

To begin with, the term “Unemployment Insurance” is 
erroneous, as applied to what is sought to be accomplished 
in the pending legislation, which does not seek to insure 
against unemployment, but simply to compensate for a 
limited period, an employed person who becomes unem- 
ployed. 

So extensive is the acceptance of the term “Unemploy- 
mer:t Insurance” in connection with the question, however, 
that the Dicest employs it in this number as meeting the 
popular understanding of the term. 


Study Outline 


For class room consideration of the proposed unem- 
ployment insurance legislation, a simple bill may be drawn 
after reading Senator Wagner’s article explaining the pro- 
visions of luis bil. (See page 45.) 

For debaters, Samuel W. Reyburn, president of the As- 
sociated Dry Goods Corporation, of New York, and chair- 
man of the Retail Merchants’ Committee, has summarized 
the basic arguments for and against compulsory unemploy- 
ment insurance as follows: 

Arguments For 

American civilization with its democratic ideals accepts 
the axiom that the life, health and welfare of its members 
should be the chief concern of society. 

Unemployment has existed as a t aspect of 
industrial conditions, sometimes ing huge dimension. 
It will most 1ikely continue: to exist under our form of 
industrial organization for years to come. 

Unemployment is accompanied by evidences of human 
suffering, injurious effects upon physical, mental and 
moral health, breakdowns of family lif: and deterioration 
of behavior standards. 

Private philan and public relief, focal and na- 
tional, must be maintained, but in times of d ion and 
widespread unemployment, they are without the organiza- 
tion and the means to be sufficiently effective. Also such 
relief causes the recipient to lose pride. courage and 
initiative. A study of the efforts which have been made 
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in various countries to meet the emergencies in times of 
distress shows that they are directed to increasing em- 
ployment “public works” and other “made work,” 
even when constructive work is not based on eco- 
nomic principles. The underlying purpose is that it is 
better to make the recipient work than to support him in 
idleness, But at no time and in no country has this 
method alone succeeded in reemploying all the unem- 
ployed. 

Consequently it is believed that some form of employ- 
ment insurance paying benefits to those involuntarily un- 
employed should supplement other methods. Insurance 
against unemployment is not a new theory. It has its 
history and experience in this as well as in other industrial 
countries. In its simplest form it is an arrangement be- 
tween a group of wage subjected to the 
unemployment hazard—that the group compensate the 
individual who has suffered the loss. 

Since such insurance has been the great handicap that 
the wage working group is too poor and too weak to carry 
the burden, larger circles of society must share in it. The 
experience of other countries, in Europe, show that the 
application of unemployment insurance remains extremely 
limited when left to the wage worker himself. Only 
through a system of legal compulsions can the benefit of 
the insurance method be made universal and at the same 
time a part of the cost shifted upon employers and the 
community as a whole. 

Finally it is urged that a workable em of unem- 
fre benefits can be drafted that will combine the 

features in the various types of proposed legislation 
and spread the burden equitably over all classes. 


Arguments Against 


The large scale unemployment now prevalent does not 
make this an appropriate time to inau a system of 
er a ee © attempt to estab- 
ish such a system at this time involves disappointment 

nemployment 


to 
those who believe that U: Reserves will solve 
the problem of unemployment and would constitute a 
burden on the cost of doing business which industry is 
not prepared to shoulder. 

The theory of Unemployment Insurance erroneously 
assumes that such risks are feasible from an actuarial 
point of view. It is believed by many students of the 
question that if such an insurance structure were actually 
built it would be bound to collapse, as it has in other 
places, and would injure industry, impair government 
finances and disappoint workmen. 

If benefits are liberal the result may be to s‘iffen unduly 
the wage structure and thus by reducing the flow of goods, 
may tend to reduce the real purchasing power instead of 
a Also, they may encourage idleness in some 


The investment of the reserve fund involves difficult 
ical questions. As Professor Clarke has recently 

pointed out: “The final 

methods of realizing on them when benefits are to be paid, 

may defeat any purposes of stabilizing general purchasing 

power. 


Unless States, at the same time, adopt uniform methods, 
industry, commerce and labor may suffer injustice. 

The fact that and who contribute 
to the reserve fund will later, as ordi taxpayers, be 
required to take care of the needy that are not insured. 


CONGRESSIONAL 
DIGEST 
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Efforts to Enact 


Unemployment Insurance 


Legislation in the United States 


1914—The U. S. Commission on Industrial Relations 
appointed b President Wilson in 1913 to study industrial 
conditions throughout the country made a report in which 
it recommended the study and preparation of plans for 
insurance against unemploymeut * ‘in such trades and in- 
dustries as may seem desirabie.” The Commission went 
out of existence in 1915. 


1916—In January, what is considered the first legisla- 
tive unemployment insurance bill ever proposed in the 
United States was introduced in the Massachusetts House. 
This bill was the joint product of the Massachusetts 
Committee on Unemployment and the American Associa- 
tion for Labor Legislation. Committee hearings were 
held, but no action was taken. The legislature, however, 
a resolution for the appointment of a joint legis- 
lative and executive commission to study general labor 
conditions. 


In this year, also, the first company unemployment 
benefit plan ever establishec in the United States was set 
up by the Dennison Manufacturing Company, of Fram- 
ingham, Massachusetts. Op=ration of this plan and opera- 
tion of an unemployment guaranty plan, set up in 1931, 
were suspended in 1932, 


1916—In February, Representative iiss London, 
N. Y., Socialist, introduced in the U. S. House of Repre- 
sentatives a resolution “for the appointment of a commis- 
sion to prepare and recommend a plan for the establish- 
ment of a national insurance fund and for the mitigation 
of the evil of unemployment.” This bill, the first piece 
of Federal legislation for unemployment insurance, was 
referred to the House Committee on Labor, which held 
hearings but made no report. 

Supporters of the London resolution always attributed 
its death in committee to the ition of the late Samuel 
Gompers, then President of the American Federation of 
Labor. : 


As the result of this opposition all concerted efforts to 
obtain Federal unemployment insurance legislation were 
virtually suspended for a priod of ten years or more. 
Occasional bills were introduced in Congress, but no real 
effort was made to press them. 


1917—In February, the Massachusetts Joint Legislative 

and Executive Committee on Labor Conditions made a 

report favoring the establishment of state craphamennt 
bureaus, but making no recommendations on 

ment ee geap Two members of the naar ae w- 

ever, a minority report recommen the passage 

of unemployment insurance legislation. The Legislature 

took no action. 

ent insurance bill was introduced 

ry tative Orr, 

Socialist. The Orr bill and similar bills introduced in the 
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New York Legislature by ive Cuvillier in 
1926 and 1927 were held in committee without action. 


1919—Frora this time down to date various company 
and joint agreement plans for unemployment-benefits and 
insurance were set up throughout the United States 
ae by varying degrees of success. (See article on 
page 38.) 


june famous Huber bill was first intreduced in 
¢ Wisconsin Legislature by Senator Huber, providing 
for compulsory unemploymext insurance. The Huber 
bill was held in committee. With various amendments, 
the Huber bill was reintroduced in 1923, 1925 and 1927. 
In 1925 it was reported but was beaten in the Senate. In 
1927 it was beaten in the House. 


1922—In January, Representative Henry L. Shattuck 
introduced in the Massachusetts House a bill providing 
for ae — The igor ss toa 
special committee, which unanimously repo against 
the measure. The Massachusetts House approved the 
committee report. 


1923—For the first time an a joyment insurance 
bill was introduced in the Minnesota Legislature. It was 
reported from the committee, but the committee repor? 
was rejected. This action was repeated in 1925 and 
again in 1927. 


1927—A compulsory unemployment insurance bill was 
introduced in the Connecticut Legislature by Representa- 
tive Steiber, Socialist. The House Committee on the 
Judiciary gave the bill an adverse report and the bill was 
rejected by the House. 


1928—On May 3, the Senate adopted S. Res. 219, 70th 
Congress, 2nd Session, introduced by Senator James M. 
Couzens, Mich., R., directing the Senate Committee on 
Education and Labor to make an investigation of the 
causes of unemployment and methods for its relief, in- 
cluding unemployment insurance. 


The study was conducted by a subcommittee of the 
Committee on sence and Labor, compose:i of Senator 
cones (chairman), nal See Colo., * -_T vdings, Md., 

Walsh Mass., D., and Sheppard, D., assisted 

be Isador Lubin, “then a member ot = Institute of 

ics of the Brookings Institution, and now Chief 

of the Bureau of Labor Statistics, U. 5. Department of 
Labor. 


Exhaustive hearings were held during December, 1928, 
and January and mtn 1929. On the question of 
unemployment insurance committee reported as fol- 
lows: 


“We think it is generally agreed by the witnesses that 
at the present time the following conclusions would be 
drawn from the evidence: 


“1. Government interference in the establishment and 
direction of unemployment insurance is not necessary and 
not advisable at this time. 











“2. Neither the time nor the condition has arrived in 
this country where the systems of unemployment insur- 
ance now in vogue under foreign governments should be 
adopted by this Government. 


“3. Private employers should adopt a system of un- 
employment insurance and should be permitted and en- 
couraged to adopt the system which is best suited to the 
particular industry.” 


1930—Senator Robert F. Wagner,.N. Y., D., introduced 
in the Senate a bill to allow empleyers to deduct. from 
their income tax returns funds which they had con- 


tributed to unemployment reserve systems, but no action _ 


was taken on the bill. 


1931—Senator Wagner introduced a resolution for the 
investigation, by the Senate, of unemployment insurance. 
In response to this resolution adopted on February 28, 
the Senate appointed a committee of three, composed of 
Senators Felix Hebert, R. I., R., chairman; Otis F Glenn, 
Ill., R., and Senator Wagner. During the summer both 
Senators Hebert and Glenn visited England and European 
countries to study their systems. In September hearings 
were held by the committee in Washington, and, in De- 
cember, the committee report was filed. Senators Hebert 
and Glenn opposing the passage of unemployment legisla- 
tion and Senator Wagner filing a minority report support- 
ing it. 

During this period Senator Wagner introduced a num- 
ber of bills designed to alleviate unemployment. 


In 1931 also, the movement for the enactment of un- 
employment insurance legislation became active in various 
state legislatures, marked by the introduction of many 
bills. In a number of states commissions were appointed 
to study the subject. 


1932—On January 28 the Wisconsin Legislature 
an Unemployment Insurance Law, effective July 1, 1933. 
An amendment adopted early in 1933 postponed the effec- 
tive oy which was finally fixed as July 1, 1934, (see 
page . 


1933—On March 20 Senator Wagner reintroduced his 
bill to encourage unemployment insurance legislation in 
the states. Representative David J. Lewis, Md., D., in- 
troduced a similar bill in the House. 


On March 31, at a conference of labor leaders in Wash- 
ington, Miss Frances Perkins announced, in behali of 
President Roosevelt, that unemployment insurance legis- 
lation would be an important feature of the Administra- 
tion’s legislative program. 


1934—On February 5 Senator Wagner, in the Senate, 
and Representative Lewis, in the House, introduced the 
Wagner-Lewis unemployment insurancee bill. This bill 
provided for the levying of a 5 per cent tax on payrolls 
of industry, against which a credit was to be allowed for 
contributions to unemployment insurance funds under 
state laws. 


On March 23 President Roosevelt wrote to Chairman 
Doughton of the Ways and Means Committee expres- 
sing the hope that the Wagner-Lewis bill would be passed 
at that session. No further pressure was exercised 
the Administration, however, and on June 8 the President 
sent a message to Congress in which he announced that 
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during the following session he would present a compre- 
hensive plan for economic security. 

On June 29 President Roosevelt, by executive order, 
created the Committee on Economic Security to study 
and rt to him on methods to carry out the Adminis- 
tration’s plans for “the security of the men, women and 
children of the nation.” 


The members named on the Committce were: 


The U. S. Secretary of Labor, Miss Frances Perkins, 
chairman; the U. S. Secretary of the bean yer a 
Morgenthau; the U. S. Attorney General, Homer S. 
Cummings; the U. S. Secretary of Agriculture, Henry 
A. Wallace, and the Federal Emergency Relief Adminis- 
trator, Harry L. Hopkins. Secretary and Executive Di- 
rector of the Committee, Dr. Edwin E. Witte. Counsel, 
ae H. Eliot, Associate Solicitor of the Department 
of Labor. 


On November 14, in response to a call from the Com- 
mittee, a National Conference on Economic Security met 
in Washington. Addressing the tes, the President 
stated that unemployment insurance should be developed 
along a Federal-State plan. 

On January, 5, in his annual message to Congress, the 
President announced that he would shortly lay before 
Congress a complete program for economic security. 

On January 17 the President forwarded to- Congress 
the full report of the Committee on Economic Security, 
accompanied by a message recommending the enactment 
of legislation for (1} unemployment insurance; (2) old- 

pensions ; (3) Federal aid to dependent children, and 
(4) additional Federal aid to state and local public health 
agencies, 

On the same date Senator Wagner, in the Senate, and 
Representative Lewis, in the House, introduced bills to 
carry out the President’s program. (See page 45.) 

On January 21 the House Committee on Ways and 
Means began hearings on the Administration’s Social 
Security Bill. 

There are two measures before the Committee, one, 
H.R. 4142, introduced by Representative David J. Lewis, 
Democrat, of Maryland, who for several sessions has 
been the leading advocate of social insurance in the House, 
and the other, H.R. 4120, by resentative Robert L. 
Doughton, of North Carolina, irman of the Ways 
and Means Committee. 

The Lewis bill is identical to the Wagner bill. The 
Doughton bill is a copy of the Lewis bill, with a few 
minor changes. 

Since Representative Doughton is the chairman of the 
Ways and Means Committee, his bil! probably will be the 
one the committee will report. 

The first witness ing before the House Commit- 
tee was Edwin E. Witte, Secretary and Executive Direc- 
tor of the President’s Committee on Economic Security, 
who ined the work of the Committee and the details 
of the Wagner and Lewis bills, as ed by the Com- 
mittee and by Senator Wagner and tative Lewis. 

Dr. Witte was followed Miss Frances Perkins, 
Secretary of Labor, who i the Administration 
program for social security. 

Committee hearings will continue until both propo- 
nents and opponents have been heard. 
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Contrasting State Plans 


a. The Wisconsin Plan 
b. The Ohio Plan 


The Wisconsin Plan— 


With Segregation of Funds and Contributions by 
Employers Only 


Wisconsin is the only state in which 
an unemplo tt insurance law has been enacted. It 
went into effect on July 1, 1934. 

The Wisconsir: Plan: 

Covers workers in establishments employing ten or 
more persons, also all workers whose wage is not more 
than $1,500 a year. All that is needed to qualify for 
benefit payments is that the worker has been employed 
for two weeks, but the benefit is limited to one weekly 
benefit for each four weeks of employment—and not 
more than ten weeks of benefit as a maximum. 

Excludes domestic servants, public officers, farm labor- 
ers, interstate railroad employees, school teachers. 

Fund is contributed by employers only. Workers pay 
nothing. Employers pay 2 per cent of payroll until a 
fund of $55 a worker has been established; thereafter 1 
per cent until the fund (for that one corporation or con- 
cern) amounts to $75 a worker. After that nobody con- 
tributes anything until—and if—the reserve falls below 
$75 a worker. 

Segregation of funds under the names of the contrib- 
utors, though all the funds are administered by the state 
industrial commission, This means that a worker on the 
benefit register must depend on the fund contributed by 
his employer. Whenever that is exhausted he receives 
no more benefits. 

“ period is two weeks. That is, a worker who 
is laid off gets no benefit for two weeks thereafter. 

Benefits are $10 a week or 50 cent of average 
weekly wage, whichever is lower. That i is to say, if an 
employee has a $29-a-week salary (the —— limit under 
the plan), and is laid off, his weekl t will be $10 
instead: of $14.50. If the employer's fund is unable to 
meet these payments they may be reduced. All factory 
workers who have worked two weeks—and all salaried 
employees who have worked one month—are covered. 

Maximum duration of benefits is ten weeks in one year, 
but no benefit shall be paid out of an employer's fund if 
tie worker has not been employed by during the 
past six months, 

Eligibility. If a man quits his job voluntarily he is not 
olltiew ta tects, Seas ent when a man is dis- 
charged for misconduct or inefficiency—nor when he re- 
fuses to accept “suitable employment” after losing his 
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job. Dot it is prove, Gat Ge eee ree See 
to refuse a new job if ee ee eee ee conditions 
are not those prevailing in work in the locality.” 

Exemptions. Companies which guarantee 42 weeks em- 
ployment in a year to their workers are exempted from 
payments. Also concerns which have a pian of their own 
that is approved by the state industrial commission. 

Dr. Alvin H. Hansen, Professor of Economics in the 
University of Minnesota, has made a detailed study of 
the Wisconsin Plan, and of the motives of its creators. 
He says: 

“It was the primary purpose of the Wisconsin bill to 
curie a6 tex iacaiaien a stabilization of employment 
rather than to serve as a means of alleviating unemploy- 
ment. 

an pruriies oe when an employer has built up a 
reserve of $5 i and may his contributions may be 
reduced to ? a! ps cease when the reserve 
reaches $75 per employee. Having once built up this 
reserve, the cost to the employer would be in direct pro- 
portion to the stability of his employment. 

“Tt was that the small benefit of a maximum 
of $10 . aa we weeks would go A little way 
toward relievi stress growing out of unemploy- 
ment, but it was believed that the establishment of com 

reserves would be an effective means of causing the 
employer to stabilize employment.” —E-xtracts, see 2, p. 64. 


vw 


b. The Ohio Plan— 


With Pooling of Funds and Contributions by both 
Employer and Employee 


Tue General eat of Ohio 
April 9, 1931, created an Unemployment Insurane= 
mission, whose nine membe: 
Governor. 
1932. Their report includes 
entire question and 
unemployment insurance. 

The Commission drafted a bill 
of a state pooled fund. This bill i 
legislature in 1989 and was passed by the Hous 

ed of passage in the Senate. 

Coverage. Employees of establishments having three 
or more employees. Excludes non-manual workers with 
salaries of $2,000 per year or more, farm laborers, do- 
mestic servants ; workers in interstate commerce ; govern- 
ment employees ; and short-time or casual laborers for a 
period of less than four weeks. 

Premiums. Employers, two per cent of payrolls, sub- 
ject to adjustment after three years. Workers one per 
cent. No state contribution. 

Adjustment of Employers Premiums. After three 
years experience, ’ premiums are to be adjusted 
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with respect to the hazards of unemployment in the vari- 
ous establishments. No premiums are to be less than one 
per cent nor more than three and a half per cent of pay- 
rolls. There is to be no adjustment of workers’ premiums. 

Benefits of Total Unemployment. Benefits are to be 
fifty per cent of full-time wages, not to exceed $15 per 
week. No supplement for dependents. 

Benefits for Partial Unemployment. Where the loss in 
wages in partial unemployment exceeds forty per cent 
of one wages, benefits are to be paid on the follow- 
ing scale: 


Loss—40%-55 % Benefit—10% of full-time wages ~ 
“ 55%-70% ee 20% oi «ce «“ 
iy 70%-85 % ace 30% “ “« “ 
« 85% or over i 40% iii ity iy 


Where full-time wages amount to more than $30, these 
percentages are to be calculated on $30 only. 

Duration of Benefits. In any consecutive twelve months 
the total benefits shall not exceed sixteen times the benefit 
for one week of total unemployment. 

Qualifications for Benefits. To be entitled to benefits, 
the worker must have had twenty-six weeks of insured 
employment within the preceding twelve months, or (al- 
ternatively) forty weeks of insured employment in the 
preceding twenty-four months. 

Waiting Period. No benefits are paid until the wage 
loss equals three weeks full-time wages. Only one such 
waiting period shall be required in any twelve months. 
The waiting period is doubled for an employee who has 
been discharged for just cause or has voluntarily quit 
without just cause. 

Seasonal Industries. In seasonal industries the right to 
benefit shall apply only to the longest seasonal period 
which the best practice of such industry will reasonably 
permit. The commission is to determine such seasonal 
period and fix the proportionate number of weeks re- 
quired for qualification and the proportionate number of 
weeks for which benefits may be paid. 

Insurance Fund. All contributions are pc oled in one 
fund from which benefits, the mses of administration 
and the cost of free public employment bureaus are to 
be paid. 

Administration. An Unemployment Commission of 
three members is provided to administer the system. 
Branch offices and local free employment offices are pro- 
vided. Appeals from decisions of local managers may be 
taken to local appeal boards and then to the commission, 
An appeal may be taken from the decision of the com- 
mission to the court of common pleas.—E-tracts, see 2, 


p. 4 
w 


Plans Established 
by Private Initiative 


Measures for the payment of com- 

_———- to employees in the event of unemployment 
ve, with one exception, in the United States been es- 
tablished through private initiative. The exception is the 





unemployment insurance law enacted in Wisconsin under 
= of January 28, 1932, which became effective July 1, 

Twenty-six joint agreements have been concluded be- 
tween employers and members of the trade unions which 
provided for the payment of unemployment benefits or 


guaranteed a certain minimum of employment. Of these 
plans only five are now in existence. 

Twenty-three company plans have been established, of 
which some plans cover more than one company or plant. 
Of these 23 company plans, 16 are now in operation. 
ed ee ri Sia cain one 1932, 
one by m. Wrigley Jr. Co. of Chicago, which was 
put in operation in Mock 1934, and one made effective 
in April, 1934, by a company which asked to have its 
name withheld. Of a total of 48 trade-union plans listed 
in 1931, 3 were maintained by international unions and 
45 by local unions. Forty-one trade-union plans are 
known to be in operation at the present time, although 
many of them have been continued only with the greatest 
difficulty. Three plans were started after the first study 
was made by the Bureau of Labor Statistics in 1931, and 
a total of 10 have been given up while 3 former joint 

ents have been added to the local plans. Two 
plans, formerly listed, have not been heard from, and 
one trade union did not wish a statement of its operations 
included. «i 

In the 1931 study it was estimated that 65,000 workers 
were covered by the joint agreements, approximately 50,- 
000 by the company plans, and about 45,000 by the trade- 
union plans, or a total of about 160,000 persons. The 
Bureau has no satisfactory information as to the cov 
at the present time but it is probable that it is conuiaadle 
smaller than in 1931. 

During the past 2 years benefits have quite generally 
been reduced or plans modified in such a way as to con- 
serve the funds, and in many instances the funds have 
been maintained only with the greatest difficulty. One 
company plan, that of the Dennison Manufacturing Co., 
has been s ded. No disbursements from the fund 
were made after June 1, 1932, en there was a bal- 
ance in the fund of approximately $15,000. The employ- 
ees’ committee considered resuming payments from 
unemployment a in October, 1932, but 2 Sc Sg one 
time to suspend payments indefinitely ough there 
has been a certain amount of unemployment in the com- 
pany since that time the committee has not regarded it 
as sufficient to warrant resuming operation of the fund. 
At the present time, therefore, are 16 plans in op- 
po and of this number 8 have been started since 
1929. 

Six of the joint agreements for the payment of unem- 
ployment benefits have been discontinued. Three trade- 
union plans have been discontinued since 1932, while in 
several cases benefits have been for either 
short or long periods because of the ion of funds. 
In many cases work has been shared and frequently extra 
assessments have been necessary in order to pay benefits, 
even though in a cases the amount of the 






How the Foreign Compulsory 


Insurance Plans Operate 
a. The British System 


Exacten in 1911, the original British 
unemployment insurance law applied only to employees 
of a small group of industries in which fluctuations in 
employment had been relatively severe. The system was 
extended in 1920 to provide general coverage of industrial 
and commercial wage earners. The 1920 Act still con- 
stitutes the basic structure of the British unemployment 
insurance system, although it has been amended by more 
than 20 subsequent acts, the latest of which became law 
in June, 1934. 

The system is financed by compulsory contributions of 
employers and employees and by appropriations from the 
British Treasury, each contributing approximately one- 
third. All payments are pooled in a single national fund 
from which benefit payments are disbursed to the indi- 
vidual recipients upon loss or suspension of employment. 
The system is operated under the general supervision of 
the Ministry of Labor. 

Participating employees have a contractual right to 
receive the full amount of benefits for which they qualify, 
regardless of the adequacy of the resources in the insur- 
ance fund. When current liabilities carinot be met from 
the resources in the fund, temporary loans may be made 
from the Government Treasury, repayment of these ad- 
vances to be made within a limited period from the or- 
dinary revenue of the fund. To preserve the solvency of 
the fund, a statutory committee, advisory to the Ministry 
of Labor, is required to make an annual report on its 
financial condition and to recommend changes in the sys- 
tem, including rates of contribution and of benefit pay- 
ments, for appropriate action by Parliament. 

At the end of October, 1934, the insurance fwad had 
a total outstanding debt of 105,741,000 pounds ($514,- 
588,576). An amendment to the act approved in June, 
1934, provided for repayment of the debt to the treasury 
by means of half-yearly installments of 2,500,000 pounds 
($12,166,250) each, to cover principal, and interest at 
the rate of three and one-eighth per cent per year. It was 
ar.ticipated that, under this arrangement, the debt would 
be fully repaid within a period of about 37 years. 


Coverage. The British system now applied to all 
manual wage earners, and to non-manual workers receiv- 
ing less than 250 pounds ($1,217*) annually, under the 
age of 65, except agricultural workers, persons engaged 
in domestic service, and certain classes of employees of 
railroads, public utilities, local public authorities and char- 
itable institutions. 

Contributions, The rate of contributions for employees 
varies with their and sex. For each class of employ- 
ees, equal contributions are made by the employees 


currency into equivalent value of 





*In converting British 
United 


Re es are ack tie ahd che teat baron’ Ho ana 
one shilli cents, one penny, 2 cents. No - 
ance has been made for the fluctuating exchange value of the 
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selves, the employers, and the government. The weekly 
contribution for male employees aged 21 years to 64 
years is equivalent to 20 cents. The weekly con’ i 


for otker classes of em range from 18 cents, for 
adult women workers and male employees aged 18 to 
20, to 4 cents for employed children under 16 years. Con- 
tributions are required for ev employee for every 
week in which he has worked a single day. 


Scale of Benefits. The amount of weekly benefit pay- 
able to an adult male — without dependents is 
$4.13. For other classes of employees the benefit 
ranges from $3 to $1.22. The same amount of weekly 
benefit is payable te each class of employees, regardless 
of individual differences in their previous wage rates. 
Supplementary benefits are payable to adult workers who 
have dependents. The additional weekly benefit payable 
for > adult dependent is $2.19; for a dependent child 
it is 49 cents. 


Eligibility for Benefits. Benefits are payable only when 
jobless employees meet the following r=quirements: 


1. They must have paid at least 30 weekly contribu- 
tions during the two years preceding loss of ge re 
When a person has received the full number of fit 
payments to which ke is entitled, he must be reemployed 
in an insured occ pation and make at least ten contribu- 
tions before becoming re-éligible to further benefits in 
the event he again loses his job. 

2. They must be physically able to work. 


3. They must register regularly at a publicly admin- 
istered employment exchange and supply proof that they 
are actually unemployed. 

4. They must not have refused to accept suitable em- 
ployment when offered by an employment exchange, even 
though this would involve a change of occupation, or 
have neglected to avail themselves of ieaiiaalie oppor- 
tunities for obtaining work or have declined to accept 
training for new occupations. 


5. Their idleness must not have been caused by par- 
ticipation in a labor dispute, by voluntary withdrawal 
from employment without just reason, or by di 
for misconduct. A 

There are other provisions for disqualifying certain 
classes of workers or for reducing the amount of their 
benefits h administrative rulings. These classes of 
workers include: 


1. Persons who habitually work less than a full week, 
but.receive comparatively high earnings . 


2. Persons engaged in occupations of a strictly sea- 
sonal nature. 


3. Persons employed for not more than two days a 
week, 


4. Married women who have made less than the re- 
quisite number of contributions subsequent to their 
marriage. 
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Duration of Benefits. During the continuance of un- 
employment, qualified persons are entitled to receive 
weekly benefits up to a maximum of six months in any 
twelve month period or “benefit year,” this being the 
twelve months immediately following the date when ben- 
efits become payable. Employees who have had steady 
work in insured occupations during the five years preced- 
ing their loss of employment are, however, entitled to ad- 
ditional benefit payments beyond the normal six months 
maximum. For every five contributions paid in the pre- 
vious five years, three additional days of benefit are 
allowable, subject to a deduction of one day of benefit 


for every five days of benefit received in the preceding .. : 


five years. Thus, it is possible for a claimant with a good 
insurance record to receive full benefits for an entire year 
after losing his job. 

Waiting Period. The first six days of continuous unem- 
ployment constitute a waiting period for which no benefit 
is payable. It is provided, however, that three days of 
unemployment in any six consecutive working days are 
to be regarded as continuous and that two periods of 
three days each, separated by not more than ten weeks, 
are also to be regarded as continuous. Thus, the waiting 
period of six days need not necessarily be six consecutive 
days, but may be spread over two different weeks in a 
ten-week period. 


Supplemental Unemployment Relief. Persons remain- 
iy Sr yt after receiving the full number of week- 
efit payments to which they are eligible are entitled 
to receive so-called extended or transitional benefits. 
These benefits can be continued indefinitely so long as 
claimants. meet all conditions requisite to payment of 
insurance benefits and in addition periodically supply 
proof that are in actual need of financial assistance. 
The amount of the transitional benefits is determined upon 
the basis of need, but cannot exceed the amount of the 
full insurance benefits. The entire cost of paying tran- 
sitional benefits is met by special appropriations from the 
government treasury. 

The 1934 unemployment act, under which several im- 
portant changes in the unemployment insurance system 
were authorized, also provided for the early abandonment 
of present methods for paying transitional benefits and 
for the creation of a new plan of supplemental unemploy- 
ment relief completely separate from the unemployment 
insurance system. The new plan, which is designated as 
the “unempl t assistance scheme,” will become effec- 
tive early in 1935. It is designed to provide relief for 

who have exhausted their right to insurance ben- 
efits and for persons not eligible to participate in the 
insurance system. 

a unemployment assistance scheme is to be financed 
ee from the British Treasury, supple- 
mented by appropriations by local relief authorities. It is 

that the treasury will bear 95 per cent of the 
cost. Cash unemployment allowances of varying amounts 
will be paid under the plan, upon the basis of the needs 
of individuals or families. Training courses for unem- 
ployed persons are to be maintained and persons receiving 
instruction or temporarily employed by local public ax- 
thorities on work designed to qualify them for jobs in 
private enterprises are to be paid from the unemployment 
assistance appropriations. 


Administration. The British ministry of labor admin- 
isters the unemployment insurance system through four 
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subordinate departments. The employment and training 
department maintains a system of local and branch em- 
Wales Garin ete ich there are more than 1,100. 

changes perform the detailed work of register- 
ing applicants for benefits, of passing upon claims, of dis- 
bursing benefits, and of facilitating the reemployment i 
jobless persons. The unemployment insurance dep: 
ment is responsible for general administrative cies 
and procedures, and maintains centralized records of the 
contributions and benefit payments of all participating 
employees. The finance department performs necessary 
accounting functions, while the transitional payments de- 
partment, which is shortly to be abolished, supervises 
disbursement of supplemental benefits to persons no 
longer entitled to receive insurance benefits. 


Every year each participating worker is supplied by 
the local or branch employment exchange with a so-called 
unem: ent book. In this book contribution stamps 
we both the employer’s and employee’s contributions 

ced en week by the employer. The stamps are 
oa the employer from the local post office. The 
amount of the employee’s contribution is deducted by the 
employer from his wages. 

Benefit ey are made weekly <4 the employment 
ex! P loss or suspension of employment, the 
insured worker deposits his unemployment book at the 
employment exchange and makes application for benefits. 
Before payment of — is made, the local exchange 
must first ascertain from the insurance department 
whether or not oe caeetant has the requisite contribu- 
tions to his credit ile in receipt of benefits the unem- 
a aoe must register at frequent intervals at an 

t exchange. Although employers are not re- 
on to apply to employment exchanges when they need 
workers, the facilities of these offices are generally used 
— replacements or additions to personnel are to be 
made. 


Doubtful claims for benefits are feaed te ds adjudica- 
tion to local courts - cag r 
of Labor. Appeals from ions aoa ad courts 
ay be made to the chief i ears = fice of the unem- 

loyment insurance department, while appeals ma 
G taken to a governmental official known as the venga 
who is appointed by the Crown. 


Cost of Maintaining the British System* 


Number Total 
Insured Receipts penditures 

1913 2,070,000 £2,011,000 £362,000 

1917 3,632,000 3,847,000 483,000 + 3,364,000 

1921 11,500,000 14,234,000 35,422,000 —21,188,000 

1925 11,280,000 $0,179,000 Saleen 000 


51,543,000 
1929 11,500,000 42,309,000 11,384,000 
50,485,000(b) 90,458,000(b) —39,973,000(e) 115,000,000 


53,693,000 
1932 (a) 
(a) Comparable statistics not available. 


(b) Cost of Transitional Benefit and Payments and the administration 
thereof chargeable to the is not included. The amounts paid by 
the Exchequer were; 1930, £3,985,000; 1931, £20,316,000; 1932, £32,375,000. 


(c) Of this amount, approximately £473,000 was made up by a deficiency 
grant from the Exchequer, after the statutory borrowing powers of the Fund 
had. been exhavsted. 


*Extracts, see 9, p. 64. 
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b. The German System 


Tue German insurance system was 
started on October 1, 1927. It includes two kinds of 
benefits: (a) regular benefits which are paid out of the 
premiums of the workers and their employers; and (b) 
eme benefits which are paid by the government, 
and which are for those who sieve exhausted their right 
to regular benefit. In the first years of the system con- 
tributions were set at too low a rate and, as a result, the 
system ran up a large deficit. At the present time, due 
to the increased rate of premium and to the fact that a 
very large per cent of the unemployed have exhausted 
their right to regular benefits, the regular system is much 
more than self-sustaining. Its surplus is now being used 
to aid in the payment of emergency benefits. 

The German system, like the English, is compulsory. 
Its coverage is now similar tc that of the English system. 
Agricultural workers and domestics were formerly cov- 
ered, but have recently been excluded. Manual workers 
earning over 3,600 marks per year and non-manual work- 
ers earning over 8,400 marks per year are excluded. 

Unlike the English system, both premiums and benefits 
vary with the worker's earnings. For this purpose all 
workers are divided into eleven wage groups, and for 
each group a basic wage is set. 

Premiums are shared equally by the workers and em- 
ployers, each paying 3}4 per cent of the basic wage, mak- 
ing a total of Pei per cent.‘ No premiums are paid by 
the Government for regular insurance, its contribution 
being limited to the cost of emergency ‘benefits. 

Regular benefits are limited to 20 weeks. The benefits 
vary according to the wage class of the worker and are 
set at varying cents of the basic wage. The lowest 

id workers, those i in Class I, receive 75 per cent of the 

ic wage, and the percentage decreases -until in Class 


XI the highest-paid workers receive 35 per cent of the 
basic wage. ere are additional allowances for de- 
pendents. 


Workers are qualified for benefit after fifty-two 
weeks’ employment in th: previous two years. The wait- 
ing period is fourteen days for workers with no de- 
pendents, seven days for those with one to three de- 
pendents, and three days for those with four or more 
dependents. 

Emergency benefits, financed by the government, are 
paid only to those in need. Their duration has been re- 
peatedly changed, and varies for different classes of 
persons. 

Because of the great and severity of the depres- 
sion in Germany ae eee benefits paid out of 
premiums have taken care of only a small fraction of the 
unemployed. The remainder have been forced to rely 
on emergency benefits paid by the government and on 

relief paid by the local authorities —E-iracts, see 
, p. OF. 


c. Other Foreign Compulsory Systems . 


een Contributions: equal amounts by em- 
employers and employees. Government contributes to 
cost of administration, but has been making special emer- 
gency relief appropriations during recent years. 
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as 
et h pov § 1922) Contri 

rish Free State—( ) ibutions : approximately 
equal amounts by and the Govern- 
ment. System practically the same as that of Great Brit- 
ain, which prevailed in Ireland before tlie establishment 
of the Free State in 1922. 

Italy—(1919) Contributions: equally divided between 
employers and employees. Government contributes 
nothing. 

Poland—(1929) Contributions: employer, 1 
of wage; employee, %4 of 1 per cent of wage. a eee 
ment, 1 per cent of wage. 

Queensland, Australia—(1923) Contributions: equal 
amounts by employers, employees and the Government. 

Russia—( eB Contributions by Government only. 
Suspended in 1930. 


925) Contributions: equal amounts by em- 


Foreign Voluntary Plans 
in Operation 


Belgiwm—(1920) Prior to the establishment of a na- 
tional system of volun — Shoat (1909) 1 insurance the 
cities of Liége (1897) Ghent (1 had established 
unemployment relief a riations, Gain through 
trade unions. Under "tee Act of 1920 employees contri- 


a one-third and the Government two-thirds of the 
un 


Denmark—(1907) The original Danish law was 
amended several times and is now operating under an 
cal Oy thr Govensesen aera ad 

vernment, proportion by the em- 
ployees being regulated by the scale. In the hi - 
paid trades the employees commune me ha as 87 per 
cent of the fund, while in t in the lower-paid em 
pay 52 per cent. The contributions are collected 
the unions. A worker does not have to join a union, but 
. 0 sian er aaa contribute to the unemployment relief 
uni 

Frence—(1905) Prior to 1905 there had been in exis- 
tence in France for many years trade unions and mutual 


aid associations SO Ss ees: funds. 
id ascitons maiming unemploym 


to be alieued to teens eames 

made by the members of the: walous ot sssscistions aad 
by the Government. The reece 1 een tee 
increase in unemployment in rate 
contribution by the Government, fixed at 50 per cent in 
1931, has arisen to as high as 90 per cent in some classes. 


Netherlands (1916) The 
tem in the Netherlands is reyes sreage 
Government financial aid, under the systera 
set up by royal decree in ae 
ance associations, which are fixed 
ployees and the Government are pean. 
Continued on page 64 








































































































































Some Popular Questions 
Answered 


Could any type of unemployment insurance system 
provide immediate relief for persons now jobless? 


No. Before unemployment benefits can be paid, re- . 


serves must be accumulated. Hence, unemployment in- 
surance plans would provide protection only to individ- 
uals who now have jobs and remain employed throughout 
the period while reserves are set aside. 


Would a nation-wide unemployment insurance system 
eliminate future needs for other relief measures? 

No. Unemployment insurance plans are designed to 
afford limited financial assistance to persons who nor- 
mally have regular employment. Usually only employees 
who are laid off or dismissed because of lack of work 
are eligible for benefits. If prohibitive expense is to be 
avoided, the rate of benefits payable to any individual 
must be considerably less than his normal wages, and 
the maximum duration of benefit payments must be defi- 
nitely fixed. For persons who become “unemployable” 
and for those who remain jobless after their right to 
benefits expires, other forms of relief would be required. 


What is the difference between unemployment reserves 
and unemployment insurance? 

In the present usage, these terms are considered to be 

onymous. There is, however, a genuine distinction. 

e term unemployment inswrance used accurately, re- 
lates to unemployment compensation plans which are 
formulated and administered on an actuarial basis, and 
which involve the pooling of reserves of _— of com- 
panies and joint assumption of liabilities for payment of 
unemployment benefits to the workers of these companies. 

Unemployment reserve s do not necessarily emplo: 
insurance procedure and technique. They may limit 
liabilities for payment of unemployment benefits to the 
workers of these companies. 

Unemployment reserve plans do not necessarily employ 
insurance procedure and technique. They may limit 
liability for benefit payments to the amounts regularly 
contributcst to the reserve funds and reserve plans may 
be designed to cover only the employees of a single 
company. 


Does twemployment, in general, constitute an insur- 
able ris: “ 

To be a suitable subject for insurance, a person must 
actually lose employment. For this reason unemploy- 
ment insurance cannot be applicable except to persons 
who regularly have gainful occupations. Moreover, the 
frequency of the loss and the duration of idleness must be 

. a —_ reasonable limits. Seasonal, ical, 
and technological unemployment is largely or w un- 
controllable by employers and employees. 

Other causes of unemployment, such as labor disputes, 
intentional idleness, or personal inepti are within the 
control of individual workers, but for these types of 
unemployment, insurance is obviously not appropriate. 
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Insurance executives and industrial employers generally 
agree that the risk of unemployment, viewed as a whole, 
cannot be underwritten on an insurance basis. Insurance 
principles might be applied, to a limited extent, to protect 
regular employees against loss of income resulting from 
seasonal lay-offs and, to an even more limited degree, 
against loss occurring because of cyclical fluctuations or 
technological developments. 


Could jobless persons continue indefinitely to receive 
unemployment benefits? 

No. Unemployment insurance or reserve plans in effect 
or proposed in this couni:y invariably limit duration of 
benefits. Should unlimited benefits be payable, the sys- 
tem would no longer constitute unemployment reserves or 
unemployment insurance. It would be governmental re- 
lief on a basis in contrast to present govern- 
mental relief measures which give the beneficiary no as- 
surance of continuous income. 


Would unemployment insurance encourage idleness? 

Not necessarily. An unemployment insurance system 
could be formulated in such a way as to minimize any 
tendency for beneficiaries to remain idle. On the other 
hand, the provisions for amount and duration of benefits 
may be made so liberal as to encourage continued unem- 
ployment. The principal p for unemployment 
reserves or insurance now r consideration contem- 
plate that the rate of benefits shall be considerably less 
than each em ’s earnings, that there shall be 
a waiting period before any benefits become payable, and 
that the duration of ee shall be limit It is also 
proposed that the public employment offices be utilized to 
facilitate reem t of persons receiving benefits. By 
requiring the beneficiaries to report at reasonable i 
what steps they — a - i. and by sus- 
rates payment o: ts i refuse to accept suit- 
able jobs when offered, it might be possible to minimize 
any demoralizing results. 


Can the cost of any proposed unemployment insurance 
system be determined in advance? 

No. Neither the probable amount of future — - 
ment nor the approximate duration of idleness o 
average worker can be estimated accurately. It is pos- 
sible, however, to limit total cost by fixing in advance 
maximum rates of contribution to the system and by re- 
stricting liabilities for payment of benefits to the total 
sums paid into the reserve fund. 

Would unemployment 


insurance tend to increase or 
decrease total volume of em ? 


Some employers might find it advantageous to em 
more WARE sleet thee ann Cede te Saves 
would be paid from a common fund. In the long run, 
es et aya ee 7 oe wee 
of business. 


What would be the effects on total volume of business? 
However an unemployment insurance or reserve system 
may be financed, it will increase labor costs. On the other 
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hand, the net cost of unemployment insurance might be 
no greater than the cost of other methods for relieving 
unemployment. Present relief activities must be financed 
either through borrowing, voluntary contributions by indi- 
viduals and corporations, or taxation. Ultimately this ex- 
pense is reflected in higher selling prices. Moreover, the 
sums accumulated in unemployment reserve funds would 
eventually be disbursed as benefits and thus be used for 
consumer purchasing. While current volume of business 
would be curtailed, future volume might be expanded but 
not necessarily to the same degree. If reserves are built 
up only during periods of rising business activity and 
distributed as benefits in the initial stages of a recession, 
the result may be to moderate the intensity of the upward 
and downward swings. If, however, reserves are set 
aside when business is declining, the result may be to 
accelerate the drop in volume of business and employ- 
ment. 


What is the present attitude of business toward com- 
pulsory wnemployment insurance legislation? 

Business sentiment has become increasingly favorable 
toward the principle of creating saving funds to mitigate 
the effects of involuntary unemployment. Business or- 
ganizations have, however, opposed enactment of compul- 
sory unemployment insurance legislation until employers 
have had opportunity to develop suitable plans Vithout 
legislative interference or control. 

What is the present public attitude? 

Public thinking on the subject has been beclouded by 
uncertainty concerning the effectiveness of unemployment 
insurance as a means of coping with present unemploy- 
ment conditions. The need for more systematic and eco- 
nomical methods of unemployment relief is generally 
recognized. The fact that unemployment insurance is not 
— to the immediate situation is not fully under- 
stood. 


In unemployment insurance legislation that may 
be omental what should be the division of responsibility 
between the Federal Government and the states? 

Constitutional limitations on the power of the Federal 
Government would, it is generally believed, preclude the 
possibility of creating a nation-wide unemployment re- 
serve or insurance system without state legislation. The 
principal proposals for federal legislation are designed to 
encourage the enactment of state laws. 

Uniformity of state legislation, some contend, would 
be necessary to prevent competitive disad result- 
ing from unequal financial burdens being placed upon the 


employers of different states. — ‘ 
Shouid any portion of the cost of unemployment in- 
surance be met from ic funds? 
Unemployment, some contend, is primarily a social 


bléem, ond the control of em or 
cae eae ions from public fun 


employees. for the 
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maintenance of unem telief systems are, those 
holding this view santea only desirable, but i - 
tive. To make each enterprise or industry provide - 
cial relief for all persons displaced from their jobs because 
of lack of work would involve such excessive increases 
in costs and selling prices as to reduce yolume and create 
new unemployment. In industries which are subject to 
severe and uncontrollable fluctuations, public funds would 
be needed for relief whether or not unemployment insur- 
ance or reserve plans were maintained. 

Other students declare that government participation in 
the financing of unemployment reserve or insurance plans 
would j dize the solvency of the system and lead to 
political abuses. Government support, they say, would 
inevitably give rise to demands for constant liberalization 
of the scale of benefits and duration of payments; for 
extension of the system beyond its legitimate purposes and 
for progressively greater public appropriations. The ulti- 
mate result, they argue, would be the creation of a vast 
dole system. 


Should employee contributions be required? 

Upon this point also opinions differ. Some feel that it 
is logical to require the beneficiaries of unemployment 
insurance to defray at least a portion of its cost. More- 
over, employee contributions would make possible more 
nearly adequate benefit payments and prevent the expense 
to employers from becoming prohibitive. They also con- 
tend that employee participation in a would mean 
more efficient administration because employees would 
help prevent fraudulent claims and abuses. 

Some employers and labor organizations, 
object to employee contributions on the 
since unemployment benefits could not ibly equal pre- 
vious earnings, those who lose their jobs would continue 
to bear the major financial loss. Hence there would be 
little justification, it is , for compulsory contribu- 
tions by employees, and especially by those whose regular 
earnings may be so low as to make difficult the mainte- 
nance of wholesome living standards. 

By what agencies should unemployment insurance sys- 
tems ibe administered? 

Legislation can be formulated so as to it inde- 
pendent development and administration sae e 
ment reserve plans by each enterprise or de- 
velopment and maintenance of pooled plans by volun- 
tary action of groups of employers, subject oniy to rea- 
po ypaune of this wen presenting the ob: 

le possibilities. employers feel that the 
legitimate reason for legislation would be to require 
enterprises to meet minimum standards for providing 
protection to their employees. Others feel that govern- 
mental supervision of all plans is necessary.—E-tracts, 
see 4, p. 64, 


however, 
unds that, 





































































































5 
% 
& 


os - RES Ss 


President Roosevelt Submits 


a Compulsory Plan 


to Congress 


Extracts From Message of 
January, 17, 1935 


bs addressing you on June 8, 1934, 
I summarized the main objectives of our American pro- 
Among these was, and is, the security of the men, 
women and children of the nation against certain hazards 
and ‘icissit:des of life. This purpose is an essential 
pait of our task. In my annual message to you I promised 
to submit a definite program of action. This I do in the 
form of a report to me by a Committee on Economic 
Security, appointed by me for the purpose of surveying 
the field and of recommending the basis of legislation. 

I am gratified with the work of this committee and of 
those who have helped it: The Technical Board of Eco- 
nomic Security, drawn from various departments of the 
Government ; the Advisory Council on Economic Security, 
mg | of informed and public-spirited private citi- 

a number of other advisory groups, including 
a Committee on Actuarial Consultants, a Medical Ad- 
visory Board, a Dental Advisory Committee, a Hospital 
Advisory Committee, a Public Health Advisory Commit- 
tee, a Child Welfare Committee, and an Advisory Com- 
mittee on Employment Relief. 

It is my best judgment that this legislation should be 
brought forward with a minimum of y. Federal ac- 
tion is necessary to and conditioned upon the actions of 
states. Forty-four legislatures are meeting or will meet 
soon. In order that the necessary State action may be 
taken promptly it is important that the Federal govern- 
ment proceed speedily. 

The detailed report of the Committee sets forth a series 
of proposals that will appeal to the sound sense of the 
American people. It has not attempted the impossible 
nor has it failed to exercise sound caution and considera- 
tion of all of the factors concerned; the national credit, 
the rights and responsibilities of states, the capacity of 
industry to assume financial responsibilities and the fun- 
ee ee 
merit the enthusiastic support of citizens of all sorts 

It is overwhelmi: rtant to avoid any danger of 
permanently ee sound and necessary 
of Federal legislation for for economic by attempting 
to apply it on too ambitious a scale before actual experi- 
ence has provided guidance for the permanently safe 
direction of such efforts. The place of such a funda- 
mental in our future civilization is too precious t0 be 
j now extravagant a It is a sound 
idea—a sound ideal. Moet of thi atte aitanced een 
tries of the world have already adopted it and their ex- 
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perience affords the know: that social insurance can 
be made a sound and wo le project. 


Three principles should be observed in legislation on 
this subject. In the first place, the system adopted, ex- 
cept for the money necessary to initiate it, should be ‘self- 
sustaining in the sense that funds oe ee 
insurance benefits should not come from 
of general taxation. Second, in old. insur- 
ance, actual management should be left to the states sub- 
ject to standards established by the Federal government. 
Third, sound financial management of the funds and the 
reserves, and protection of the credit structure of the 
nation should be assured by retaining Federal control 
over all funds through trustees in the Treasury of the 
United States. 

At this time I recommend the following types of legis- 
lation looking to economic security. 

1. Unemployment compensation. 

2. Old-age benefits, including compulsory and volun- 
tary annuities. 

3. Federal aid to dependent children through grants 
to states for the support of existing mother’s pension sys- 


tems and for aomant for the protection and care of home- 
less, neglected dependent crippled children. 


4. Additional Federal aid to state and local 
agencies of the Fede 
lic Health Service. I am not at this time 
the adoption of so-called health i 


With to unempl compensati 
concluded that the most ical proposal is the levy of 
a uniform Federal pa tax, ninety per cent of which 
should be allowed as an offset to employers 
under a com state ent compensation 
act. The purpose of this is to a requirement of a 
reasonabl ceaioden chanatle Sik Uk iaates otnaainiioe 
rae Be eeaees otter Gis ta 

Soe Soe ent compensation laws in 
ten per cent not thus offset should be 

td @r coker tal ttiee cl Heteat Wie Ga wledlare. 
tion of this broad system. Thus, states will ad- 
minister compensation, assisted and guided 


ion, I have 


has 
be ible for some form of public 
sei ts Cae Moreover, in 
the stabilization of private 
tion should not | foreclose the states 
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Details of the Administration's 


Compulsory Unemployment 


Insurance Plan 


by Hon. Robert F. Wagner 
U. S. Senator, New York, Democrat 


Editor's Note: On January 17, Senator Robert F. 
Wagner of New York introduced a bill, S. 1130, to ca 
out the President’s Economic Security program, includ- 
ing unemployment insurance, old-age pensions, Federal 
aid for dependent children and Federal aid to state and 
local health agencies. 

Following is Senator Wagner’s explanation of the un- 
employment insurance provisions of his biii. 


vw 


Tue bill is designed ‘to encourage the 
nation-wide enactment of com ry state unemploy- 
ment insurance laws by (1) exercise of the Federal tax- 
ing power and (2) Federal subsidies to the states. 


(1) Federal Tax. 

(a) Tax on Payrolls. Beginning as of January 1, 
1936, every employer with four or more employes pays 
into the Treasury an annual tax of 3 per cent upon his 
payroll. But it is provided that between January 1, 1936, 
and January 1, 1938, this tax shall be reduced to 1 per 
cent until the Federal Reserve Board index of total in- 
dustrial production reaches over 84 per cent of the 1923- 
1925 level, and reduced to 2 per cent until it reaches 95 
per cent of such ievel. Commencing January 1, 1938, the 
tax shall be 3 per cent in any event. 

(b) To encourage the enactment of state <r 
ment insurance laws, every receives as a i 
against the above tax, up to per cent, whatever he 
contributes to an unemployment insurance fund 
state law. To allow for any state laws which might per- 
oo employer to an Uren oak cata by 

ilizing employment, i ws em) to 
i eniadt ba Melarel tax both bis siete enutsianiien 


(c) Federal Stemdords. No employer shali receive any 
such credit unless the ent insurence law of 


ployment exchange act, (2) provides for state administra- 
tion of funds through the unemployment exchange offices, 
(3) ee ee ore 
be used sponijecrn ct 0 regaled oa, (35 ae 

or pro- 
Tus thas as cater aad be Cioguallied frock saedeiie 
benefits because he participates in a strike or because he 
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refuses to take work at standards below those prevailing 
in the locality, or because he refuses to join a company 
union or insists upon joining the labor union of his own 
choosing. 

(d) Unemployment Trust Fund. All funds collected 
under state unempl insurance laws, in order that 
the employers in the state shall be eligible to receive cred- 
its against the Federal tax, must be deposited in the »xem- 
ployment trust fund in the Treasury of the United States, 
there to be managed and invested by the Secretary of the 
Treasury. 

(2) Federal Subsidies 

(a) Appropriation. There is appropriated $5,000,00) 
is authorized be agpete lant Salsmech eacooeineeali 
is authorized to i ‘or ea i ; 
to encourage the samiiiaitasiie Of sists wnaseieiie 
insurance laws. 

(b) Allotment, Ninety-eight per cent of this money, 
or $4,900,000 for the fiscal year ending June 30, 1936, 
and $49,000,000 for each succeeding year, shall be appor- 
tioned among the several states to assist them in the ad- 
ministration of the unemployment insurance laws. Each 
state’s allotment shall be based upon its needs as deter- 
mined by the Social Insurance Board, but no state shall 
receive any allotment unless its unemployment insurance 
law measures up to the standards required in order to 
entitle employers operating under it to a credit against 
their Federal tax. 


idministrati 


Social Insurance Board. A Social Insurance Board is 
set up in the Department of Labor, with three members 
appointed by the President for pane terms at $10,000 
per year. duties of the board are: 

(1). To study and recommend social security practices 
and laws. (2). To make recommendations wee Secre- 
tary of Labor regarding the credits of employers under 
the unemployment insurance laws. (3). To supervise and 
direct the payment of annuities under the - 
age insurance plan. (4). To issue old-age annuities under 
the voluntary pension system. (5). To assist the states in 
the administration of unemployment insurance laws. 
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Security Bill Appropriations 


Appropriations Pr:gosed in the Wagner Economic Security Bill 
















Ws as a nation, are 
no longer content to ignore the rights 
of the individual and I believe that 
there is among us today a new concept 
of the old doctrines of liberty and 
equality, a new desire to make real the 
old ideal of b-otherhood. 

As President Roosevelt has said, 
“Our task of reconstruction does not 
require the creation of new and strange values. It is 
rather the finding of the way once more to known, but 
to some degree forgotten, ideals and values. If the means 
and details are in some instances new, the objectives are 
as permanent as human nature.” 


We are today fighting for freedom—freedom from in- 
security and uncertainty. The shadow of insecurity that 
at all times hangs over the lives of fully ninety per cent 
of the American people threatens at any moment to de- 
prive them of the possessive rights they hold most dear. 
The battle is no less real because the forces against which 
we struggle are frequently intangible, elusive and difficult 
to grasp. 

It is hardly necessary to emphasize the great need of 
our people for protection against the circumstances and 
hazards of life over which they have no control. 


Unemployment looms large in our thoughts and plans, 
and naturally so, for it is the greatest single cause of that 
insecurity we are seeking to abolish. But we have not 
neglected to consider the other hazards. 


At the present time over four million families have 
been driven, for lack of that protection, to seek public 
aid, and it is estimated there are today eighteen million 
people cn our public relief rolls, of whom over seven 
million are children. 


Figures and statistics are cold and colorless, but it takes 
very little imagination to picture the distress and suffer- 
ing which has come so intimately into the lives of those 
four million families, of those eighteen million separate 
and individual human beings. has been the effect, 
what will be the effect, not only in physical terms, but 
in terms of psychology, of dwarfed and ruined lives, on 
those seven million children and young people who know 
- no other living but the meager dole of public charity? 
How can we expect to build up a sound and stable citi- 
zenry on a foundation of such appalling insecurity as 
these figures indicate? 


Provision against unemployment and the distress occa- 
sioned by it is obviously, then, the major problem which 
confronts us in any plan for social security. At the same 
time, it is one of the most complex and difficult of 
solution. 
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Should America Establish a Compulsory 


Unemployment Insurance System? 


s 
Hon. Frances Perkins 
U. S. Secretary of Labor 





Affirmative 


Unempioyment insurance alone is not 

a cure-all. It will not put men back to 
work and it does not eliminate the ne- 
cessity for relief. Obviously, we need 
more than unemployment insurance. 
We need work programs and well-con- 
ceived plans for economic rehabilitation. 
We need to revive the construction and 
2 : other durable goods industries and to 
stimulate increased production by private industry. 
_ But we also need un ne ng epee acno While it 
is not a panacea for all our ills, it is a measure of great 
value to the largest single group in our population—the 
steady industrial workers. In our concern for the twenty 
per cent who are unemployed—and we should have great 
concern about this twenty per cent—let us not forget the 
eighty per cent who are working. 

We cannot make progress by bringing down that ei; 
per cent to the level of the ficnity ga tune. We tame 
raise the twenty per cent who are unemployed from their 
status of dependency and at the same time take measures 
that will protect the eighty per cent who are now em- 
ployed from falling into that same situation. 

That is the fundamental pu of unemployment in- 
surance. It affords protection for a limited period duri 
which the unemployed worker, as a matter of cont 
right, receives cash benefits which bear a direct relation 
to his previous employment. This will, in normal times, 
usually be enough to tide the worker over any period of 
unemployment and, even in depression, will afford pro- 
tection while there is still a reasonable prospect of getting 
back to the old job. But when re benefits 
are exhausted, relief, preferably in the form of work, 
must be provided on some means test basis. 

Unemployment insurance is not new. It has behind it 
pret experience which eg ee has been suc- 
cessful. In no country except Russia 
insurance, once started, been acdc eae 
pended. Despite all the talk of the i 
pi Tame ape insurance funds, all these systenis 
are paying benefits today. Not only that, but the govern- 
ment assistance to these funds has cost far less than our 
payments for relief. 

We cannot build solely on E experience. Con- 
ditions in this country are quite diferent and we must 

velop our own methods techniques. We must 
proceed on the basis of the 


the advisability of the 
o 


see 6, p. oO os 
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Negative 


Tue Committee on 
Unemployment Insurance Law of the 
American Bar jation was organ- 
ized after the 1933 annual meeting of 
the American Bar Association, and 
since that time its members have been 
studying the various proposals for un- 
employment insurance or unemploy- 
ment reserve legislation which have 
been advanced in the various States. Although I cannot, 
of course, speak for the membership of the Bar Associa- 
tion, I can speak for the members of the committee I have 
referred to. 

I also had occasion to give the subject intensive study 
at an earlier date. In November, 1932, I was appointed 
by the Governor of P lvania as a member of the 
Pennsylvania State Committee on Unemployment Re- 
serves, and was elected chairman of that‘committee by its 
members. That committee was to make a study of the 
subject of unemployment insurance or unemployment re- 
serves and to report to the i te of Pennsylvania. 

No one could fail to approach a anes of the problems 
of unemployment with the most sympathetic attitude. At 
the time I was appointed to the Pennsylvania commission, 
I was inclined to favor unemployment insurance, or re- 
serves. It seemed a logical and obvious way to deal with 
the problem of unemployment. 

The commission spent several months in intensive study 
of unemployment insuranzr and reserves. It had the 
benefit of findings and reports of commissions which had 
per been appointed in Wisconsin, Ohio, New York, 

innesot: ‘“onnecticut, and Massachusetts; of the Pre- 
liminary h._ ort and the Final Report of the i 
Royal ission on Uncraploynent Insurance; and of 
the studies and opinions «f nuruerous economists and 
other experts. 

The more I have studied the question the more firm 
has become my conviction that unem t irisurance 
is an unsound remedy, the benefits of which are wholly 
insignificant compared with its inherent defects. 

It is claimed by the advgcates of these plans that they 
will not only provide a predetermined system of unem- 
ployment relief, which will largely do away with the 
present form of private and State relief and afford a dig. 
nified provision for regular workers, but that they 
even tend to remedy the defects in our present economic 

i They maintain that 


i 
dhe eetablidhenent of large reserves from surplus earnings 
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Should America Establish a Compulsory 


Unemployment Insurance System? 


by 


Charles Denby, Jr. 


Chairman, Committee on Unem- relief to society and to the individual 
ployment Insurance Law, Ameri- should have the support of all. At the 
can Bar Association 


Cc ON 


in good times, which, when distributed 
as benefits in times of slack employment, 
will provide. a reservoir of purchasing 
power. 

Any plan which gives real ise of 


same time, a heavy burden of proof 
must of necessity rest upon those who 
propose for enactment into law any plan having such 
far-reaching consequences and subject to such grave pos- 
sibilities of abuse. 

A study of the facts and of the history of the agitation 
for the adoption of these plans lead to the conclusion 
that the advocates of compulsory unemployment insurance 
or reserves have not Sa consideration to the 
vital objections and di ies inherent in these plans. 
And this is important. They have argued from the present 
situation of distress, suffering, and demoralization as a 
premise, to the conclusion that one or another of the 
plans advocate should be adopted. Before pecorting 
this conclusion, I am of the opinion that the problem 
the proposed solutions must be approached realistically, 
without prejudgment, and with the recognition that a 
desire to do something will not, of itself, justify the 
adoption of any plan, 

Let us consider the principal arguments for unemploy- 
ment insurance. They are three. First, that unemploy- 
ment insurance or reserves, with rates of contributions 
proportioned to unem: ent experienced within indi- 
vidual enterprises will tend to regularize operations 
through the imposition of a penalty upon irregularity. 

The second principal argument for unemp ent in- 
surance is that the Saat of an Pam or re- 
serve fund, from which pai ts are made in times of 
unempl t, will ide a reservoir of a 

wer, the use of which will tend to lessen fluctuations 
in business by maintaining consuming power. 

The third principal for unerployment insur- 
auch fs that the creek oiieeaiee en aatios of right 
—_ of an a insurance ee to 

granting of relief i to , as the only 
self-respecting way of cling with unemployment. 

I shall discuss these arguments in the order in which 
they are stated. 

One of the primary claims of advocates of -ompulsery 
reserves is that they attack the problem of unemployment 
at its roots, by stimulating regularization of operations 
through the imposition of a penalty upon irregularity, 


An employer who could regularize his ions and 

limit unemployment would benefit by ing reduced 
contributions into the insurance or reserve f 

Com continued om page 49 
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ky The President’s Committee on 


Economic Security 


Unemproyment compensation, as we 
conceive it, is a front line of defense, especially valuable 
for those who are ordinarily steadily employed, but bene- 


ficial also in maintaining purchasing power in depression 


time. While it will not directly benefit those now unem- 
ployed until they are reabsorbed in industry, it should be 
instituted at the earliest possible date to increase the 
security of all who are employed. 

We believe that the states should administer unemploy- 
ment compensation, assisted by the Federal Government. 
We recommend as essential the imposition of a uniform 
payroll tax against which credits 1 be allowed to in- 
dustries (which have contributed to unemployment in- 
surance funds) in states that shall have —— compul- 
sory unemployment compensation laws. rough such a 
uniform payroll tax it will be possible to remove the 
unfair competitive advantage that employers operating 
in states which have failed to adopt a compensation sys- 
tem enjoy over employers operating in states which give 
such protection to their wage earners. * * * 

We believe also that it is essential that the Federal 
Government assume responsibility for safeguarding, in- 
vesting, and liquidating all reserve funds, im order that 
these reserves may be utilized to promote economic stabil- 
ity and to avoid dangers inherent in their uncontrolled 
investment and liquidation. We believe, further, that 
the Federa! Act should require high administrative stand- 
ards, but should leave wide latitude to the states in other 
respects, as we deem varied experience necessary within 
particular provisions in unemployment compensation laws 
in order to conclude what types are most practicable in 
this country. * * * 

In the basis calculations of our actuaries, a waiting 
period of four weeks, a fifty per cent compensation rate 
and a maximum of $15 per week, but no minimum, were 
assumed. We suggest to the States in framing their laws 
that on the basis of 3 per cent contribution rate the maxi- 
mum benefit period cannot safely exceed 16 weeks and 
should be reduced to 15 weeks, if it is desired to give 
workers who have been long employed without drawing 
benefits an additional (maximum) week of tion 
for each six months they have been employed without 
drawing benefits, up to a maximum of ten additional 
weeks. 

Extended cash benefits seem to us far less desirable 
than work benefits and we recommend that an employee, 
after he has exhausted his contractual rights, be certified 
to the authorities in charge of the Federal work program 
as ertitled to a work benefit. Such certification shall 
entitle the unemployed insured worker, who has exhausted 
his cash benefits, to employment on any available public 
employment project. * 

The states should make all contributions compulsory 
and may require them from employers alone, or from 
employers and employees, with or without contribution 
‘by the state government. The states should have free- 
dom in determining their own waiting periods, benefit 










rates, maximum benefit periods, etc. We suggest caution 
lest they insert in their laws benefit provisions i in excess 
of collections. * * * 


We earnestly recommend prompt enactment by the 
Congress of legislation which will (1) impose a uniform 
tax on the employers to whom the act is applicable, be- 
ginning with the year 1936, and (2) create machinery for 
participation in the administration of unemployment com- 
pensation. 

The tax should be imposed upon all employers who 
have employed four or more employees for a reasonable 
period of time (any 13 weeks of the — year, pi 
example), and should be measured by ene 2 
the employer’s payroll. By 1938 ie ae of ould 
be three per cent of the pene; but in the first two years, 
if economic recovery tas not progressed satisfactorily, 
we recommend a lowe’ rie, and s 
of industrial production of the Fi 
may well be used to determine whether the rate in the 
first and second years shall be one cent, two per cent 
or three per cent. We are to exclusions of any 
— ee from the Federal act, but favor the 
establishment o a separate nationally administered sys- 
tem of unemployment compensation for railroad employ- 
ees and maritime workers. 

Against the tax imposed in the Federal law, a credit, 
up to 90 per cent of the tax, should be allowed for the 
money the employer has paid to the proper state authority 
as contributions for unemployment compensation pur- 
should be peratal opty 4 the welts le conpetating wick 
s perm y i state is wi 
- Federal in the ag the face of unem- 
ployment compensation, expen money raised 
solely for benefits, and is depositing all contributions as 
collected in an unemployment trust fund in the United 
States Treasury. 

If a state, to encourage stabilization of employment, 
permits particular industries or companies to have indi- 

guaranteed employment accounts (such 
accounts to be kept by the state authority, but with d = 
of the funds in the United States "ong Be 
lower rates of contributions to em: oath 
individual accounts on the basis of their Satish on experi- 
ence, an additional credit beyond the amcunt contributed 
in a particular year may be granted in the Federal act. 
We recommend, however, that such credit be allowed in 
all cases only on the condition that the employer has dis- 
charged in full his obligations under the state law and 
continues to at least one per cent into the pooled 
state fund. Fu , such an i 
reserve account before becoming entitled to any additional 
credit, must have and msotain a reserve eal to atleast 
of his pa and an employer with a guaranteed 
ent account a reserve of 714% of his payroll; 
while no additional credit for any reduction in rates pay- 
able to a pooled state fund may be allowed until after 
the state law has been in operation for five years. 


pose, iy pclae ait the Podecal element de aid 
Ce states ty ee Oe ee ee 
continued on page 
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But the control of the employer over the regularity of 
his operations is most limited, at best, however. It is 
oe from his control over industrial accidents, 
within his own plant. Regularity of operations is mainl 
dependent upon circumstances and conditions over whi 
the employer has little, if any, control; the volume and 
availability of capital and credit; changes in style and in 
consumers’ demands; tariff changes; fluctuations in for- 
eign exchange; and the myriad other economic factors 
involved in our complicated economic system. 


In some of the more regular consumption goods indus- 
tries, it may be possible somewhat to flatten the curve 
of production by stimulating off-season sales, simplifying 
the line, scheduling production more closely, adding com- 
plementary lines, manufacturing for stock and resorting 
to numerous other expedients. But the management of 
industry is already fully aware of the business advantages 
of such stabilization, and already makes every effort to 
attain it wherever possible. 

Regularity of operations in the service industries is 
trate outside the control of the individual enterprise. 
From its nature, no service can be performed in advance 
of demand. No telegram can be sent until there is a 
sender who wants it transmitted. Restaurants, hotels, 
places of amusement, transportation and trucking con- 
cerns produce nothing in advance of present demand. 


In most of the durable industries, regularity of 
operation is almost entirely beyond the control of the 
employer. The great bulk of durable goods cannot be 
made in advance of purchase agreements, because most 
of such goods are e to order, to perform a given func- 
tion and to fit a given set of conditions determined upon 
only at the time of consumption. A building or a bridge 
cannot be produced in advance of someone wanting it at 
a certain place and of certain specifications. 


The second argument, that unemployment insurance 
will tend to maintain pu ing power, is inspired by 
the same faulty reasoning which underlies the recovery 
features of the N.R.A., namely, the theory that industrial 
activity and employment can be stimulated or maintained 
by raising the general level of purchasing power 
an artificial increase or maintenance of wages, or by 
payment of benefits to those who are unemployed. 


It is, of course, true that our prosperity has rested upon 
high wages, and a high level of consumer purchasing 
power. All production, whether of durable or of con- 
sumption goods, is undertaken in reliance upon the exis- 
tence of this fact. Investment in capital goods such as 
factory construction and equipment is also made — in 
reliance upon the apparent existence in the i i 
future of a steady and reliable market for the consump- 
tion goods to be produced by such equipment. 

But purchasing power derived from payments out of 
an unemployment insurance fund is not the kind of pur- 
chasing power in anticipation of which new construction 
will be undertaken. 

The existence of a reservoir of purchasing power in 
the form of an unemployment insurance fund would have 
not the slightest effect upon activity in the durable goods 
industries. Since the problem of unemployment lies 
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almost entirely in these industries, or is di traceable 
to unemployment in these industries, it is idle to assert 
that the — of a system » unem; ng 
can, ti.rough a maintenance of purchasing power, 

any material effect in arresting business decline or lessen- 
ing unemployment in times of depression. 

The fact is that practically all durable goods of a con- 
sumption character are pu with credit, or pur- 
chased on the reliance on the ubility of the to 
pay off the debt incurred, 

That is why I submit that it is entirely inaccurate to 
say that if the depression in Great Britain was not as deep 
as in this country it was due to. the fact that they had 
unemployment insurance in Great Britain. 

If you consider the amount of benefits paid under the 
ee insurance plan in Great Britain, you will 
realize those can in no sense be used for 
the purchase of ing except the minimum necessities 
of life. 

The third main argument for insurance 
is that the granting of benefits as a matter of right is 
more in accord with social justice and the dignity of the 
worker than is the grant of relief as a matter of need, 
be it from private or public “charity.” 

Obviously, the goal of a society in which security will 
have been achieved for all is the object of civilization. 
Whether the present bill is a step toward that goal which 
does not sacrifice more than be gained, however, is 
the question which must be answered. 

It is my belief that measures such as the present, of 
necessity, will force the abandonment of the social sys- 
tem now prevailing in this country. 

That is a statement at which some of the 
who have been referred to as the “hot ” in Washing- 
ton, and those who are in accord with them, will sneer. 
They sneer at any one who states that this measure or 
any other measure will in the course of time force the 
abandonment of the system under which we have been 
living. Then they proceed to say that if it does, so much 
the better, because the system was not any good anyway. 

If the legal principle involved in this bill is sound, and 
I question whether it is, there is no reason on earth why 
those advocating old-age pensions, accident insurance, 
health insurance, and other social insurance measures, 
cannot with equal right demand that Congress shall im- 
pose taxes in this or some other form, and compel the 
uniform adoption of those laws in the States. 

Each additional burden which is imposed upon pro- 
duction and each restriction whic’ is 5 a upon the 
free flow of private capital into mdustry brings us closer 
ath sme tag Ses tngenatia ater 

ic fun very step hampers 
of individual initiative which has been responsible for 
the magnificent development of this country. Nothing 
but the a of ie solution of Seen ot unem- 
joyment justify taking a step wi ar-reach- 
se anignais ck aa cata ck aie 
surance legislation throughout the United States. 
The present proposal, however, is far from such a 
Con continued on page Sl 
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administration, under conditions designed to insure com- 
petence and probity. Among these conditions we deem 
selection of personnel on a merit basis vital to success. 
We also recommend that as a condition, both of grants- 
in-aid for administration and of the allowance of any tax 
credits for payments made under any state unemployment 
compensation act, the state must have accepted th< provi- 
sions of the Wagner-Peyser Act (Public Employment 
Service) and provide for the payment of unemployment 
compensation through the public employment offices ¢s- 
tablished under such act. k grant-in-aid for administra- 
tion would not create any new burden on the Federal 
Government, as it would be paid for by the amount of 
the payroll tax over and above the credits allowed for 
contributions to state funds. 

As an essential part of the Federal law, it should be 
made a requirement for any tax credits that all moneys 
collected for unemployment compensation purposes under 
state laws (including those credited to individual indus- 
try or company accounts) be deposited as collected in the 
Treasury of the United States in a trust account to the 
credit of the state, to be invested and liquidated as the 
Secretary of the Treasury may from time to time direct. 
Withdrawals from the fund are to be made only for un- 
employment compensation purposes, under regulations to 
be prescribed by the Secretary of the Treasury. * * * 

The plan of unemployment compensation we suggest, 
is frankly experimental. We anticipate that it may re- 
quire numerous changes with experience, and, we believe, 
is so set up that these changes can be made through sub- 
sequent legislation as deemed necessary. If we are to 
wait until everyone interested in the subject is in agree- 
ment as to what is a perfect measure before enacting un- 
er Ae compensation legislation, there will be a long 
and unwarranted postponement of action. 

We submit that the Federal part of the program should 
be enacted into law by the Congress at the earliest date 
possible. This is urgently necessary if the state legisla- 
tures are to act in time to permit the legislation to go 
into effect January 1, 1936. This year, 44 of the 48 
states will hold regular sessions of their legislatures. 
Most of these convened in January and will be in session 
three months or less. Unemployment compensation in 
this country will suffer another year of delay unless there 
is prompt action by the Congress.—Extracts, see 3, p. 64. 
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by Edwin E. Witte 


Executive Director, President's Committee 
on Economic Security 


Wrran the last two years the realiza- 
tion has come to this country that what used to be called 
the British “dole” is vastly superior to our own actual 
dole. The pendulum has swung over completely and un- 
employment insurance is now in high favor. 





There is some danger thet unemployment insurance will 
be launched with altogether too high hopes. It needs to 
be said that unemployment insurance will do nothing for 
those now unemployed. It needs also to be said that 
unemployment insurance is not well adapted to many 
groups in our indusirial population, to say nothing about 
the agricultural workers, the domestic servants and the 
self employed. The benefits which can be paid will seem 
disappointingly small to many who expect a great deal 
from unemployment insurance. Basing their computa- 
tions on the assumption of a nation-wide system of un- 
employment insurance started in 1922, the actuaries em- 
ployed by the Committee on Economic Security have 
estimated that benefits of 50% of the average wages with 
a four weeks’ waiting period and a maximum of $15 per 
week would have remained solvent on a 3% contribution 
rate until the end of 1930 only if the maximum benefit 

riod had been limited to i5 weeks. If the fund had 

set up to remain solvent until 1933, the maximum 
benefits period would have had to be limited to 11 weeks. 
Even such benefits cannot be absolutely guaranteed under 
any plan of unemployment insurance unless the govern- 
ment is willing to underwrite the system. 

The advocates of unemployment insurance must be 
warned against to liberal benefits and attempts to extend 
the coverage to all classes of workers who can conceivably 
be brought under the system. There is no surer way to 
bring discredit upon unemployment insurance than to 
co _— in peti cannot be fulfilled. In Great 

ritain the total contribution rate averages approximately 
414% and the maximum benefits period P26 weeks, 
which in the case of employees who have not drawn bene- 
fits for five years may be increased to 52 weeks. The 
British system is now self-supporting but only because 
the depression has lasted so long that half the unemployed 
have exhausted their benefit rights. Earlier the fund 
survived only through government loans, decreases 
in benefits, and increases in contribution rates. While in 
this country unemployment was less severe than in Great 
Britain during the nineteen-twenties, it is not only much 
heavier now but this also holds true for the entire period 
since 1920. Seasonal, casual, and part time workers 
—— ree upon soaker werd and there 
are far more such irregular em: in this country. 
Unless a conscious policy is ajepeed of 
ing the benefits such classes of employees may draw, they 
will almost surely wreck pooled unemployment insurance 
funds in this country. 

In launching unemployment insurance there will be a 
great temptation to promise more than actuarial estimates 
indicate is possible, in the hope that the Government will 
come to the rescue when the insurance fund is exhausted. 


i 
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by work. Ina democratic country, the workers probably 
cannot be-traithd' es ruihiheiy-as they Wire been ia:time 
countries ruled by dictators; but there is no guarantee 
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solution. Despite the fact that about a billion dollars 
would be raised every year through the contributions into 
the various unemployment insurance funds, the gigantic 
reserve which would thus be accumulated wou!d fall far 
short of taking care of the total burden of unemployment. 
The payment of benefits under the proposed law would 
~ not more than between 20 per cent and 25 per cent 
of the decline of payrolls due to unemployment. The 
balance must still be taken care of through the ordinary 
channels of relief. 


It is a fair question whether the creation of a vast 
system of bureaucratic administration and control is jus- 
tified in an endeavor to attain so comparatively inadequate 
a goal. But, on the other hand, there is the certainty that 

rivate industry could not bear the load which would 

ve to be imposed upon it to accomplish a larger result ; 
and, furthermore, there is equal certainty that as soon as 
the limitations inherent in the proposed system are rec- 
ognized, there will be pressure from organized groups 
for a widening of the coverage, a liberalizing of the 
restrictions, and an extension of the benefit in amount 
and in duration which necessarily will entail an increase 
in contributions. 

The rience of foreign systems of unemployment 
tasneumer ins demonstrated that the financial burden aris- 
ing from an attempt to a the principle of distributing 
benefits as a matter of right rather than of need is so 
great that the principle has had to be abandoned in every 
case of serious unemployment. In actual practice, unem- 
ore insurance, as insurance, has failed wherever it 

been tried: what remains being the mechanism of 
unemployment insurance, devoted, in large extent, to the 
distribution of State and welfare relief; that is, the 
distribution of benefits to the unemployed on the basis 
of need. 

I ee eee we we ow ae 
an entirely new social system or not. I ae Se to 

int out that this is one step in the trend which must 
inevitably force a change in our economic and industrial 
system, 

That is not an alarmist statement, because it does not 
alarm me particularly. I can earn my living just as well 
under State socialism, or a State capitalistic system, or a 
communistic system. I have no fear of that; but I want 
to point out that that is the real issue which underlies 
this measure, a measure typical of other measures now 
being advocated. 

In the first place, fe ong eMart eg Br 
E countries wi is particular 
eae te war. ahs that the first 

i in 1911, aod ree ily to 
was no unemployment insurance 
importance anywhere before the war. 


Fe 
fi 


i 
: 


g 5 


The unem insurance system at 
did st beso niveegad gal 1500. 
was in Germany in 1926; 
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and then broke down . Now, what 
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by saying it broke down completely? I do not mean that 
the system is not still going on. What I do mean is that 
it started out on the pawn here advocated, a grant of 
relief, as a matter of right, by an insurance contract to 
which a man had a claim. As svon as it met the obstacle 
which it was designed to cope with, it broke down com- 
pletely and had to be converted to a system of granting 
relief as a matter of need, which is what we already have 
in this country. 


Benefits were not given as a matter of insurance, they 
were not given as a matter of right to a person unem- 
ployed who should make claim for benefits. They were 
given, and had to be given, because the cost of doing it 
otherwise at that time was so great that it would have 
broken British industry. They were given as a matter 
of need; the means test had to be imposed, and it is still 
applicable. They were ~~ only upon a showing that 
they required such relief. The same thing happened in 

rmany. 


The Germans adopted the system in the face of the 
evidence of impending breakdown of the English system 
and they thought they had remedied the defects in the 
English system. The Engiish Royal Commission had 
already made its early report which indicated the weak- 
nesses of that system. But the German system also broke 
down as soon as it met serious unemployment. Contribu- 
tions had to be increased to 6% cent and benefits 
were reduced from 26 weeks to 36 days, after which time 
they were not given as a matter of right. 


Now, what is the well from which must be drawn these 
proposed unemployment insurance payments? The well 
here contemplated is a well which will be fed by payments 
drawn from a payroll tax. It will be fed by drawing 
from persons who must pay whether they have profits 
from which to pay or not. In other words, it must come 
from an increase in the cost of goods or an absorption 
of that tax to the extent that it cannot be passed on, and 
a consequent reduction in production. 


This is one of the most important measures that has 
been before Congress in years. It does not appear so on 
the surface. In itself it looks innocent enough, compared 
to the N.R.A. and some of the more conspicuous 
measures. 


oe fact ta, en ee E 

opening or entering 

Government gpa the states to enter the 

social legislation. It is the first load that will be i 

for that p to be followed, with equal ri 

number of similar measures, which at some 

or later, baa bring — — inevitable “ee geese tnt 

private capitalism. It government, 

ably the Federal Government, to finance all industries, 

The representatives of the “new deal” scoff at that view. 
Now, it may be that, as some of the exponents of the 

“new deal” think, average man is not intelli 

thought for bythe italien mi = ge. ged 
ught for minority. may 

true, but the idea is not of American origin, anyway. 


Extracts, see 7, p. 64. 
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that the law will not be repealed when the funds get into 
difficuities. To build soundly for the future, it is very 


necessary to be on guard against over liberality and over 
refinement at the outset. 


A word is also apropos regarding the danger of disre- 
garding the wishes (or prejudices, if you prefer) of 


either the employers or the employees. Very probably an . 


unemployment insurance measure can be through 
Co whether a single employer is for it or not. 
Similarly, the opposition of labor to employee contribu- 
tions can perhaps be overridden rough shod. But the 
violent opposition of either group is likely to mean trouble 
hereafter. 


As realists also we must accept the condition that those 
responsible for the nation’s credit are unwilling at this 
time to commit the federal government to a policy of 
underwriting the solvency of unemployment insurance 
funds. Hard pressed to find money to meet the burdens 
which present unemployment is occasioning, there is verv 
natural reluctance to sanction any plan which involves 
expenditures now for the building up of reserves to be 
used in the future or which represents the assumption of 
an indefinite liability for expected deficits. 


At this point the question will be raised whether it is 
worth while proceeding in view of these limitations. Al- 
ready the cry has been raised that we must have further 
study before acting. This nas come from groups very 
evidently motivated by the hope that if nothing is done 
this winter the question will be forgotten until the next 
depression; but it is unlikely that these reactionaries 
may be joined by some earnest advocates of unemploy- 
ment insurance keenly disappointed because they cannot 
have their plan unchanged. 


We, certainly, will not get a perfect unemployment 
compensation system, With wide latitude to the states, 
, are certain to get into their laws which will 

found unsound. ‘There is a distinct possibility that after 
we have experimented with a cooperative federal-state 
system we will, in course of time, come to an exclusively 
federal system. 


But under the plan suggested we can get action now, 
which will give us the necessary ae. to test 
conflicting ries. While the state legislatures will have 
to face some knotty questions which would come up in 
Congress, there is the difference that the date of 
the coming into effect of the federal tax measure sets a 
definite limit to the debate, as few states will want to 
have their employers taxed "without their get- 
ting any benefits out of the tax receipts. Fu , it is 
very ‘untikely that all states will reach the same conclu- 
sions on the most important controversial issues, so that 
there is much less likelihood of a feeling of bitter hos- 
tility by either employers or employees. 


oat state legislatures will hold regular sessions 
935, most of them in January. Ten states 
have interim oyment insurance committees either 
created by their last legislatures, or appointed by their 
governors, and a majority of these commissions have 
recommendations for legislation —E-xtracts, see 5, p. 64. 










by William Green, 
President, American Federation of Labor 


More than three-fourths of our pop- 
ulation are dependent upon jobs for a living and are in 
distress within a very short time if the job is lost. This 
latter group does not have large eno incomes to lay 

for the emergencies of life, such as major 
uatoes, a accidents, business failures, unemployment, old 
age. Society has to help individuals through the prob- 
lems Soe out of these emergencies. In giving 
relief we followed for a long time the ha: policy 
of leaving the needy to find some individual able and 
willing to help them, but as we come to understand that 
the emergencies were usually completely beyond the con- 
trol of the individuals, as we faced the issues and their 
implications, we realize that society must assume its obli- 
gation and put into effect a public policy for insurance 
against suffering due to such emergencies. Wage earners 
believe reserves for wages for the unemployed should be 
provided as part of our public policy. 


For three-fourths of our people in the United States, 
unemployment is a constant anxiety. Nearly all the in- 
dustries in which they work _ so seasonal in character 
that even in our most P millions must ex- 
pect anywhere from 1 to 6 mea unemployment, or 
even more. 


Records from our trade unions show that in 1928 13 
per cent of our entire ot were out of work for 
at least 6 months (that was in 1928), and in 1929, 11 
per cent lost 6 months’ income. 


The immensity of this problem of seasonal unemploy- 
ment appears when we consider the actual number af- 
fected. According to a careful estimate of unemployment 
each month in 1929, prepared by the Cleveland Trust Co., 
we find that even in our most prosperous year over 1,000,- 
~ — lost 6 months’ work and over 2,000,000 lost 

mon 


These men and women, or the most part, are living so 
ere the oe of subsistence that os never — 
in sa Unemployment for even a few 

months ean mean y one thing—h and want. The 
a ee we have records, 


where we have trade union staan damon 
s recent 1928 and 1929—unemployment 
never fell below 16 per cent of the membership, and at 
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by Merwin K. Hart 


President, N. Y. State Economic Council 


Tue New York State Economic 
Council is an organization of members throughout the 
State of New York. We have members in every county, 
and our object is to improve economic conditions and to 
stimulate employment, believing that if that can be done 
all of the other benefits we desire will flow from it. 

The proposed unemployment insurance bill tends to 
make many people feel a ter reliance on the Govern- 
ment. What is needed to bring us out of this depression 
is for the greatest possible number of people to know 
fully that their best reliance is still on themselves. 

T ha to be interested in a small business concern 
employing a few hundred le, which has been carrying 
on for years, paying no dividends whatever to its stock- 
holders, either preferred or common, but all the time 
giving employment. But I happen to know that at the 
present time the management of this company is still 
confident they can carry it through, and while that con- 
fidence is being maintained, that company, I repeat, is 
continuing to give employment to some hundreds of peo- 
ple. But they are still confident they can carry it through. 
And yet, they have been in the position where, to increase 
substantially the Lurden they have to bear, such as this 
would do, might be enough to put that company out of 
business and to make unemployed those hundreds of 
people now receiving employment. 

I have in mind a concern in the State of New York 
about which I know something, which has been carrying 
on for some years past paying no dividends, but paying 
wages, carrying on solely because their employees, to the 
number, again, of some hundreds, have been with them 
in most cases more than 10 years, and in many cases more 
than 20 years. And in order to carry them cn, the offi- 
cers of both of those concerns have been for some years 
past drawing no salaries whatsoever. They are not, 
moreover, 2'~=¢ among employers in the United States 
by any means. 

As a matter of fact, we have today, I maintain, wide- 
spread unemployment insurance in United States in 
these large corporate surpluses of employers ps which 
we have been drawing to pay wages an, a 
sion, and this is one of the great reasons they have 
been accumulated, to bridge over these depressions which 
always have happened in the past, and which perhaps will 
shcapadnndents:a erceia: 4k tae. cxtaalt toe tea 

It is our belief that a majority of employers, probably 
a large majority of them, ace hig ci gs 
on their current operations for some time, and still are. 
Many of them have di heavily into accumulated sur- 

uses ; some of them have wiped out their surpluses and 

we been dipping into their capital. re 
man came to see me in New Y. 
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wages of some of them, I forget how many, were abcut 
$60 per week. 2 

He told me that he himself, after having used up his 
life insurance, and making other arrangements to cash in 
on whatever he could in order to the business going 
and to keep his men employed, had able during the 
year 1933 to draw out an a of only sli over 


$13 a week for himself and his family to live on. 

What employees of that kind of employers need, and 
I submit that illustration may be multiplied by literally 
hundreds of thousands—what the employees of employ- 
ers of that kind need is not such a measure as this, which 


would require large burdens on their employers. They 
pra tinge natchretiembcnadi ass <email  n 
so that those employers may get on their feet go on 
to higher and better economic conditions. 

The greatest assurance to the of good wages 
and of working conditions is for the employer’s 
business to be reasonably prosperous. 

It is true that the vast majority of cannot 
stand any additional taxes, and if they have to do so 
many of them will be going out of business altogether, 
with the result that more and more p ople will become 
unemployed. 

In the second place, this is one of a number of move- 
ments designed to give greater security to the working 
people. Security is, of course, desirable as an abstract 
proposition. 

But as a practical ats ieee — the Soe por 
guarantee security to ie, use 
way by which the Government can get the means where- 
with security can be guaranteed is from the people them- 
selves, or from some of them. 

The Government is trying to add to the income of the 
farmers by increasing the prices of what the farmer pro- 
duces. is bill would tend to offset that by i i 


Much is said in the headlines of the newspapers about 


ee ee eee 
who have their men and women 
they have been for a long time 
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Seamen and longshoremen are another group for whom 
long periods of unemployment have always been part of 
the usual course of work. In 1930, union records show 
that nearly 30 per cent of our membership in water trans- 
portation trades lost 6 months’ work. 


In motion-picture theaters, stage employees and at- 
tendants are also reporting to us a very high level of 
unemployment. (That seems rather strange, but it is 
nevertheless true.) In 1930 there were never less than 


20 per cent out of work, and unemployment for 3 months _ 


of the year ranged between 28 and 31.5 per cent. 

This is the story shown by our-union records. The 
Census of Manufactures tells the same thing in a different 
way. For instance, records for 1929 for the automobile 
industry show that only 60 per cent of the wage earners 
had a full year’s work. Out of the 471,000 workers re- 
quired for the 6 months of highest activity, 157,000 were 
dropped from the payrolls for anywhere from 1 to 6 
months. This was in the industry’s most prosperous year. 

Records for 1929, in other industries, show that thou- 
sands lost anywhere from 1 to 6 months’ work; in wo- 
men’s clothing, 28,000; cotton goods, 23,000; foundries 
and machine shops, 38,000; steel, 50,000; and lumber, 
40,000. 

Thus even in prosperous years there is a large reservoir 
of unemployed, who, for one reason or another are tem- 
porarily without work. Their number rarely falls below 
1,000,000 and it often exceeds 2,000,000. In depression 
it may reach five or ten million. 

To provide an income for these workers until they are 
able to find employment, the American Federation of 
Labor believes that wage reserves should be built up 
under Government supervision. Business has established 
the practicability and the wisdom of creating reserves to 
take care of obligations which are an uneven charge on 
the industry, such as depreciatiou, dividends on capital 
investments, redemption of securities, purchase of new 
machinery. 

The same reasoning applies equally to returns on the 
investments which wage earners have in industry. Labor 
is an essential element in production. Production cannot 
be carried on without workers. These workers put their 
time, their abilities, their responsibility, their very lives, 
into the day’s work. That investment gives them a claim 
on the industry to which they are attached which con- 
stitutes an investment in their job. To meet their obliga- 
tion to the workers attached to their payrolls, industries 
should accumulate reserves to meet their payments to 
their employees at such times as wages are not provided 
from current income. 

Not only does this principle rest upon justice to wage 
earners, but it is essential for the maintenance of economic 

i structure of which company is a part. The 
business level depends upon those who buy. Prices of 
commodities, services, real estate, and so forth, depend 
upon available purchasing power. If business can be 
poses! vd eee demand Seer Pane ad irregu- 
larities due to unemployment whi ives ups 
of income, retail business and at least oroteaion of 
consumers goods, can avoid sudden in activity 
which in turn throw many others out of jobs.—E-xtracts, 
see 7, p. 64. 







54 








by Abraham Epstein 
American Association for Social Security 


Unpousrenty, the most successful 
system of unemployment insurance—and to my mind the 
best system, as a matter of fact, perhaps the only real 
system of unemployment insuran exists anywhere 
is the British system of unemplo t insurance. It is 
at present the most successful, the most thorough, and 
today the most plausible example for the United States, 
and, therefore, one that can teach us the best lessun. 

Our fear of the so-calied “British dole system” has 
not prevented us from introducing into this country the 
most degrading and inefficient system of doles ever 
known. 

No matter how much we attempted to shift our respon- 
sibilities, we were forced during the peak load of relief, 
in the spring of 1933, to support a total of 4,560,000 fam- 
ilies approximating 20,000,000 persons, or one-sixth of 
the population of the United States through unemploy- 
ment relief from public funds. 

Instead of taking advantage of the modern method of 
unemployment insurance, with employers and workers 
making regular contributions, we have merely perpetu- 
ated the antiquated, incompetent, and haphazard 3-cen- 
tury-old poor relief system which, in the words of the 
President of the United States, “we might just as well 
call frankly a dole.” 

I should add that it is the worst kind of a dole. 


Moreover, our system has actually proved far more 
expensive than the British plan. Our total public relief 
expenditures in 1933 are generally estimated to have 
amounted to between $900,000,000 and $i,000,000,000, 
not to speak of the $300,000,000 appropriated for the 
Federal Surplus Relief Corporation. It is a fairly con- 
servative estimate to say that we spent about $1,000,000,- 
000 on public relief in 1933. 

But while we were following the most degrading sys- 
tem of doles, the British Government for over 20 years 
has followed a system of self-respecting insurance to 
which employers, employees, and the State have made 
regular contributions. Although the British Government 
in 1933 took care of a much larger proportion of her 
unemployed population than we did, and granted relief 
at least tyrice as adequate as the average relief dole in 
the United States—and in purchasing power, I should 
say, perhaps three times as adequate—the total expendi- 
tures in Great Britain did not exceed more than approxi- 
mately $300,000,000, which, on the basis of our popula- 
tion, approximated $830,000,000. In cther words, if we 
had a system such as the British plan, we in 1933 would 
settles saad ances Geena of 
unemployed persons, on a much more , and, 
at the same time, save some money for our taxpayers. 

Our relief system has actually proven more ive, 
sn lian auld cesta, lnh-Alonae in aR tees Pe 
British system of unemployment insurance. 

But even more important is the difference in results 
attained by the British policy of insurance and our policy 
of degrading doles. The number of unemployed has even 
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women who needed jobs, Yet, the imposition of this tax 
would be a complete reversal of that attitude. It would 
indicate either that employment is held undesirable and 
should be discouraged, or else it could peereiy be con- 
sidered as an attempt to penalize unemployment. 

In conclusion, I want to say I believe that this bill 
might, if enacted, tend to hold back the recovery that I 
believe is under way at the present time—E-iracts, see 
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by Noel Sargent 


Secretary, National Association of 
Manufacturers 


| wpustry desires a solution of our 
unemployment problem both from the angle of reducing 
unemployment, and that of providing relief to involun- 
tarily unemployed persons who are both able and willing 
to work. But we believe that sound solution of such 
problems must be based upon adequate knowledge and 
not merely upon a commendable desire to help our fellow 
met. We believe that industrialists and legislators and 
the public as a whole must not be over-persuaded to 
accept a proposed solution merely because it sounds plau- 
sible and promises to accomplish the ends we all desire. 
The danger is that we may accept something which not 
only cannot deliver what it promises, but which may 
actually result in either creating new evils or in making 
permanent existing evils connected with the unemploy- 
ment problem. 

Industry is ready, I believe, to give approval to the 
adoption of a sound solution. The fear of a wrong solu- 
tion and the unpredictable effects of such a program are 
today serious deterrents to the forward planning by busi- 
ness which is necessary to recovery. 

I shall now briefly review some of the major points 
upon which it seems to me the most careful consideration 
is necessary. In the first place it must be obvious that 
the proposal to place a tax on payrolls of from 2% to 
5%, as suggested in various proposals, is Se 
a deterrent to business, even though such might 
not actually take effect as soon as the law is enacted. 

When we add to the proposals of a 2-5% tax ar 
rolls through unemployment compensation funds, i- 
tions of at least 11% to manufacturing payrolls through 
such mieasures as the proposed maximum 30-hour week 
for all industries, we see very definitely one reason why 
industry as a whole is unable to make future commit- 
ments, which are necessary for real recovery. 

Another problem which certainly needs ae 
before being enacted into ~s the p: to i 
a Federal system of compulsory 
sation insurance or reserves under which the Federal 
Government will — es standards which 
must exist in state legislation. eo 
desirable, but there are dangers involved which must not 
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be overlooked. We saw in our national prohibition sys- 
tem the failure of attempts to establish a national stand- 
ard in this field without reference to the varying desires 
and needs of different sections of the country, i 
characteristics and back d of sections of our 
lation, and the widely different conditions in 
urban areas. 
ae —— a under the N. — A. codes 
ewise demonstrates the great difficulty o ing any 
fair applicatios. of national standards to the grea’ i 
versified conditions in the industries in the several states 
growing out of differences in size, location, stage of in- 
dustrial development, type of operations and ability 
shoulder new burdens. There is, moreover, danger that 
unless any plan, either Federal or State, which may be 
adopted, is founded on thoroughly sound principles it 
may result in actually increasing unemployment, not only 
in abnormal times, but more particularly during normal 
periods. 

It may, for example, make it advantageous for the 
employer to increase the number of temporary workers 
employed and thus reduce the number of full time 
workers who would be entitled to receive payments when 
unemployed. It is evident likewise that such proposals, 
unless very carefully devised, a tax penalty 
the employer every time he adds to his payroll by either 
increasing wages or adding new workers. There is, fur- 
thermore, the possibility that in some employees the de- 
sire to work steadily may be eliminated or reduced when 


it is known that partial pay can be received for not 
working. ; 


A further danger is that compulsory unem 
insurance and reserve legislation may tend to pre ra 


our economic system factors which create unemployment, 
tending by their very nature to make unemployment 
permanent in certain industries. When it is impossible 
to adjust wages to changes in the general price levels 
and the purchasing power of people as a w then the 
result is to increase unemployment in the industries in 
=_— us aeees maintained at rigid levels, The 
tendency of comp unemployment compensation laws 
is to increase the rigidity Gf wage scale ti aaianne's 
legal right to compensation payments when unable to 
find a job at the arbitrary wage rate c-tablished by the 
union or some other authority. 


In addition to the tendency to maintain artificial wage 
scales another serious effect of compulsory unemployment 
compensation laws may be to increase 
preventing necessary economic shifts of workers from 
industry to ind . Thus practically all existing un- 
employment comp compensaticn laws permit a 
worker to receive payments as long as he is unable to 
et romaty teal eae of job on which he 
has formerly naturally encourages 
workers to stay in industries in which there is no longer 
any permanent chance of normal full time employment. 
ie fe See Oe ee ele 
sidized by com unemployment laws. 
rico Ll coniaaheceaes ieit emesis a alles 
economic stancpoint are not justified and who are un- 

Con continued on page 57 
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today not declined appreciably in the United States. Were 
it not for the stimulus given through the P.W.A. and 
C.W.A., there are few indications of a truly increased 
employment, despite all the efforts of the N.R.A. On the 
other hand, the British unemployed declined by about 
700,000 or approximately by one-quarter during: 1933, 
and their number is steadily decreasing. Britain is defi- 


nitely on the upgrade and the number of unemployed is - 


declining every week. 

Moreover, the British system of social insurance has 
upheld the English index of production to a higher point 
than that of any other country during the past 4 years 
of depression, while our index of employment has de- 
clined to a lower point than that of any other nation. The 
physical volume of production, for instance, taking 1929 
as 100, declined in Great Britain to only 84.1 in the mid- 
die of 1932. In Germany the index declined to 56.9 and 
in France to 67.3. But in the United States, production 
during the same period fell to the unprecedented low 
point of 51.3, which is about one-half. 

Indeed, British industries manufacturing for home con- 
sumption have been relatively stable even in the worst 2 
years of the depression, in 1931 and 1932. In such in- 
dustries, for instance, as electric wiring and contracting 
silk and artificial silk, the electric cables and lamps, elec- 
trical engineering, printing and publishing, motor vehicles, 
bread, cakes, and so forth, all the industries that manu- 
facture for the home market, the index of employment in 
Great Britain remained at practically 100 per cent, or 
even higher in 1932, in the worst year of the depression, 
than it was in 1931. 

In other words, the English market, the home market, 
was maintained at practically 100 per cent, whereas the 
index in its exporting industry, although that is where 
England .was affected mostly, even in that case it did not 
fall to as low a point as it did in the United States. Why 
did this difference occur? 

The fact is that England had a depression for about 
6 years longer than we did. The fact is that England 
depends upon the foreign market much more than we do. 
Whereas with us only about 10 per cent of our goods are 
exported, England exports about 30 or 40 per cent of 
her manufactured products. Yet despite the fact that 
England suffered a depression for over 10 years, despite 
the fact that England depends upon her foreign market 
much more than we pite all these things, the index 
of production in England was kept at a much higher level 
than that of any other country, and especially much 
higher than in this country. 

What have been the reasons for that? The reasons 
are, in effect, that the wide system of social insurance, 
which England has experienced for the last 30 years, has 
made available in England purchasing power which pre- 
vented its unemployment from reaching the appalling 
levels reached in the United States. 


Thus the American people have not only been misled 
about the costs of the present chaotic system of relief 
doles to the American taxpayers, but even more untruth- 
Se ee ee ee 
adequate system of unemployment insurance adversely 
affects industrial production. 








The British system of unemployment insurance stands 
out not only as a great humanitarian undertaking, but it 
is universally acknow in that it also 
proved of the utmost help to B--itish indust: —— 
duction. Despite its more difficult sooblinies, Gait rit- 
ain’s unemployment insurance plan has saved that nation 
from descending to the depths of depression experienced 
by this country and other countries. Far from being 
harmed by her expenditures on unemployment insurance, 
the money thus disbursed has given increased purchasing 
power to the English ple and prevented production 
from falling to the iow ite experienced in this country. 

The wide system of social insurance has enabled Great 
Britain not only to augment internal ing power, 
but to temper the depression in other ways as well. By 
drawing a considerable share of the cost of social insur- 
ance from taxes on inheritances and high incomes, over- 
expansion of credit and industry was prevented and the 
insensate boom which characterized our period of pros- 
perity avoided. 

Money was transferred from unnecessary investments 
and idle savings to supply actual purchasing power to 
the gaaeeianel the oa the widows, and orphans who 
would otherwise have been unable to buy anything, thus 
cushioning the shock of the depression. By the building 
up of reserves, E diverted funds from useless 
speculation of good times to essential expenditures in bad 
times. Finally, by establishing security and lessening the 
competition for jobs at any price, wage rates have been 
maintained almost intact, thus assuring full purchasing 
power to those who continue at work. 

Perhaps I ought to call attention to this very important 
fact: That whereas our wage rates have declined by at 
least 50 per cent or more, and our actual wages have 
probably gone down from $1,400 to $800, England’s wage 
rates from 1924 to 1933 have actually gone up rather 
than down, because they cid not have the competition for 
jobs, with work at any price, as has been the experience 
in this country. 


For many years a great deal has been said in this 


country about the British dole encouraging idleness, and 
that the unemployment insurance eliminated 
all desire for work on the part of | ish workers. No 
greater falsification has ever been about any coun- 


try or any people, and every Englishman is justified in 
resenting it deeply, and he does resent it very seriously. 

From the very beginning the statistics of the unem- 
ployment registers have belied the notion that men and 
women in England prefer living on the “dole” to working. 
Ts caueeen be denne aan Uf they wanteik Wi, Widunin betore 
an unemployed person can receive his weekly. benefits he 
must have reported daily to an boos ee mg exchange for 
work and must. a work within his capacities and 
training whenever it is available, or otherwise he cannot 
possibly get the benefits. 

The administrative requirements are rigorous and the 
overwhelming proportion of the unemployed receive ben- 
efits for no longer than 4 or 5 weeks at any one time. 

One of the most frequent criticisms of the British sys- 
tem is the criticism that once a man gets on the unemploy- 

Continued on page 64 
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able to provide more than intermittent employment, may 
be enabled to continue in operation when compulsory 
unemployment compensation legislation provides payment 
to workers in a aa when the local industries are 
unable to employ them, thus insuring such industries a 
supply of workers whenever they want to operate for a 
snort period. 

There are, moreover, certa‘x relationships of com 
sory unemployment compensation laws to the workers 
of the United States which during the last few months 
have received practically no attention. 

In the first place, when we put an additional tax upon 
the employer he is naturally going to try to find ways 
of reducing other expenses to make up the increased 
cost. As an example of what this might mean, we find 
that at the end of 1933 there were nearly 4,400,000 em- 
ployees protected by group life insurance policies, while 
over 1,200,000 workers were insured against accident or 
sickness, in addition to hundreds of thousands for whom 
employers have provided old age pensions. There will be 
grave danger that everyone of these measures which are 
being financially supported employers today will be 
abolished, if additional tax burdens upon payrolls are 
added, such as those that are now roposed on 
sory unemployment compensation. "this possibility shold 
be fully reziized. i 

We have now briefly considered some of the relation- 
ships of the compulsory unemployment insurance or re- 
serve legislation to industry and to wage earners. Let 
us now briefly consider what the effect might be 
the consumer. It is evident that so far as possible indus- 
try would endeavor to add the extra burden involved 
in compulsory unemployment compensation costs to the 
prices charged for its products. We should note in this 
connection that experience with workmen’s compensation 
in this county and social insurance legislation in foreign 
countries indicates that while the first costs imposed upon 
industry are usually coraparatively small they tend to 
increase rapidly, thus resulting in further increased 
burdens which will tend to be passed on to consumers. 
It is highly important in our national economy that we 
avoid measures which will further increase the disparity, 
between the prices of agricultural and manufactured 
goods by increasing the prices of manufactured goods 
the farmer must buy. Compulsory unemployment insur- 
ance and reserves by imposing additional costs upon in- 
dustry will still further handicap the farmers of the 
country in their effort to increase the proportion of farm 
income to total national income. 

An additional problem to be carefully weighed before 
any law is enacted is that of a S a vee 
sound administration. Consider 
ment of President Howard of the Loner Tyee 
graphical Union: 


“If you will work out in your mind a practical 
system of Administration of unemployment insur- 
ance, with the political system that exists in the 
United States, I believe you will realize that in such 
a system there is at least the possibility of erecting 
the most powerful political machine that has ever 
been known in any country.” 


UARY 


c On 


Much of the present support for enactment of com- 
pulsory unemployment insurance or reserves legislation 
is apparently due to some intangible belief that such 
enactment would help out in the 
obvious, however, that no plan w 
now can pay benefits for several 
therefore to eaact any plan ily. We must continue to 
provide relief to all those unemployed, who illi 
and able to work and this necessity would not be alle- 
viated in any way by the present enactment of 
and ae rg or ae ee 

poin out t in ——— a Royal 
mission studied the subject four years before any form 
social legislation was enacted, and that after twenty years 
of actual experience it tooke the Royal Commision two 
™_ of — aes pare it fel. pane 

e sound suggestions for refonn in the unem: t 
‘insurance system, which had so badly broken down in 
so many . We must be sure that any legislation 
enacted in this country is on a thoroughly sound basis 
to start with, because foreign experience amply demon- 
strates the enormous difficulty of making constructive 
changes after legislation is once on the statute books.— 
Extracts, see 8, p. 64. 


wv 


by James L. Donnelly 
Vice-Pres. Illinois Manufacturers’ Assn. 


Proponents of this measure repre- 
sent that the payroll tax contemplated will be uniformly 
distributed over all employers and that, accordingly, the 
employer will be in a position to the tax on to the 
consumer and that, consequently, the burden will be equal- 
7. and no competitive advé will result. 

s is academic reasoning not substantiated by the prac- 
tical experience of productive enterprise. The ability of 
a manufacturer to pass on to the consumer any element 
in the cost of production or distribution is ig gg 
limited by the willingness of the consumer to buy. If 
the cost of a given article becomes unduly high the con- 
sumer will either look for substitutes or reduce the 
amount of his requirements. Moreover, some employers 
are better equipped financially than their com Ts to 
absorb addit‘ons in the cost of production or distribution. 
The universal experience of manuf, 
demonstrates that uneconomic increases it cost of 
production eventually result in a decrease in consumption, 
with’a resulting increase in the opportunities for employ- 
ment. 

This measure, designed to relieve unemployment, would 
in actual operation, tend eventually to aggravate unem- 
ployment. Industry in Illinois has coo 
ees ee rogram, although conformity to many 
of the mandates of the National Industrial Recovery Act 
and other governmental agencies has imposed many un- 

Continued on page 64 
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A Glossary of Unemployment 


Insurance Terms 


Actuary—The computing official of an insurance com- 
pany, whose profession and business is to calculate, 
mathematically, insurance risks and premiums. 


Benefits—As used in Er an Beg insurance discus-. | 


sions, benefits are the sums of money paid to one out of 
work. Insurance benefits are the sums paid from insur- 
ance funds. Extended benefits are extra benefits paid to 
an insured worker who remains out of work for a period 
longer than that covered by his insurance benefits. As a 
tule extended benefits are paid by the Government in 
countries having compulsory unemployment insurance, 
the money coming from special relief funds and not from 
insurance funds. 

Compensation fund—A fund from which payments are 
made to compensate one for loss. A compensation fund 
may be set up to pay compensation for loss of employ- 
ment, injury, illness, etc. 

Compulsory unemployment insurance—A system of 
insurance against unemployment established by law under 
which workers in specified classes are automatically in- 
sured, the employees and generally the employers being 
required to ccntribute (usually a percentage of their 
wages or payroll) to the cost of such insurance. Fre- 
quently the Government also contributes. 


Contributions—As used in unemployment insurance 
discussions, contributions and premiums are those sums 
paid into an insurance fund, either by the Governments, 
employers, employees, or all three. 


Coverage—The application of an unemployment insur- 
ance systemi. By coverage of a system is meant the class 
or classes of employees covered. 


Dole—Webster’s New International Dictionary defines 
“dole” as “a distribution; a dealing out, especially of 
gifts of charity.” 

Employment guaranty—A guarantee to furnish employ- 
ment as distinguished from unemployment benefits or 
other payments made to the unemployed. Some Amer- 
ican firms have systems whereby they guarantee work to 
all employees who have been continuously employed by 
the firm for a certain length of tire. Some advocates of 
a national security plan propose that when a worker loses 
his job in private industry and cannot find another, he be 
guaranteed work on some Government project. 

Excise tax—An inland duty or impost levied upon the 
manufacture, sale or consumption of commodities within 
the country. ( Webster.) 

Exemptions—As used in unemployment insurance dis- 
cussions, the term “exemptions” refers to those classes 
of workers not included in the coverage of the unemploy- 
ment insurance systems. 

Extended benefits—Under the British unemployment 
insurance scheme, an extended benefit is the benefit paid 
by the Government to an unemployed person who wes 
normally employed in an insurable employment, but had 
made an insufficient number of contributions or even no 






contributions at all, provided he was genuinely seeking 
work and unable to obtain it. This provision has always 
been regarded as temporary. 

Insurance—A system which, for a consideration, guar- 
antees against loss or damage from a contingent event, 
such as death, invalidity, accident, unemployment, etc. 

Insurance fund—A fund out of which insurance bene- 
fits are paid. 

Payroll tax—A tax or percent taken from the pay- 
roll of an employer. Under the Administration’s unem- 
ployment insurance plan the payroll of every employer 
in a state passing an unemployment insurance law in line 
with the Administration’s plan, would be taxed 3 per 
cent a year to raise the ys mien insurance fund. 
Thus, if a firm spends $100, a year for w: and 
salaries of its employees, that firm will pay $3,000 to the 
Federal Government, which will then return 90 per cent 
of the tax, or $2,700 to the state agency set up to admin- 
ister the insurance fund, to be used for the payment of 
benefits. 

Pool—In unemployment insurance plans a pool is a 
single reservoit of insurance funds from which all unem- 
ployed benefits are drawn, as distinguished from a system 
of segregated funds, under which each industry or class 
of industries sets up its own funds for its own use. 
Under the pool system all contributions go into a single, 
central fund and are redistributed as benefits among all 
classes of insured employees. 

Premium—The cortribution made to an insurance 
fund. 

Reserve funds—Funds reserved for a specific purpose, 
as insurance funds. 

Reserve Segregation—See Segregation. 

Segregation—Segregation funds—insurance funds set 
apart to be paid out to definite groups of insured employ- 
ees. Under some of the s unemployment insur- 
ance plans, funds collected from the employers or em- 
ployees, or both, of a given industry, may be paid back 
in benefits only to those employed by that industry. 
Under this plan, for example, funds collected from the 
employers and employees in automobile manufacturing 
concerns could be drawn on by employees of those 
concerns and not by employees of other types of manu- 
facturing concerns. 

Sick benefit—A specified amount paid at stated inter- 
vals by an insurer or employer when a person is inca- 
pacitated for work by temporary illness, generally after 
a specified number of days as a waiting period. 

Subsidy—Financial aid, as from the Government. 

Superannuation—A retiring allowance or pension. 

ransitional benefits—In Great Britain, the same as 
“Extended benefits.” (See “Extended benefits.”) In 
other countries benefits paid during a transitional period. 

Unemployment benefits—The amount paid, under an 
unemployment insurance system, to an insured worker 
when he has been out of work for a certain length of 
time and is unable to obtain employment, and has fulfilled 
certain conditions. Continued on page 64 
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Laura A. Thompson, Librarian, Department of Labor 


Articles in Periodicals 

Deane, Albert L.: Double Time—the Deane plan. 
American Federationist, September, 1934. 

Douglas, Paul H. A national program for unemploy- 
ment insurance. New Republic, Oct. 3, 1934. Also, Social 
security for today, Christian ‘Century, Nov. 28, 1934. 
Also, Toward unemployment insurance, World Tomor- 
row, Mar. 29, 1934. 

Epstein, Abraham. Social security—fiction or fact. 
American Mercury, October, 1934. 

Filene, A. Lincoln. Unemployment reserves: the un- 
derlying theory, New York Times, May 20, 1934. 

Flanders, Ralph EF, Unemployment—government job, 
Nation’s Business, August, 1934. 

Flynn, John T. Social Insurance: the security wage, 
New Republic, July 4, 1934. 

Fowler, Charles B., Six articles, American Federa- 
tionist, January-June, 1934. 

Graham, Frank D. The B line to recovery, Survey, 
November, 1934. 

Green, William, Why labor opposes forced worker 
contributions in job insurance, American Labor Legisla- 
tion Review, September, 1934. 

Hansel, Paul. A workmen’s savings fund plan as a 
scheme of social insurance, American Federationist, 
August, 1934. 

Kulp, Clarence A. The purchase of security through 
unemployment compensation. American Labor Legisla- 
tion Review, March, 1934. 

Labor and Welfare Groups ask Security, Social 
Security, October, 1934, 

Livingston, Charles A. Unemployment insurance fails 
to solve problem, Ind (Associated Industries of 
Massachusetts), July 21, 1934. 

Meriam, Richard S. For bill sponsored in Massachu- 
setts sce Industry (Associated Industries of Massachu- 
setts), July 14, 1934. 

Moore, Tom. Organized labor’s viewpoint on unem- 
ployment insurance, Canadian Congress Journal, Febru- 
ary, 1934. 

Parkinson, R. Suggestions concerning unemployment 
insurarice, Personnel, February, 1934. 

Perkins, Frances. Articles, American Journal of So- 
ciology, May, 1934; New York Times, Aug. 14, 1934, p. 
3; American Labor Legislation Review, September, 1934. 

Stewart, Bryce M. Unemployment insurance—the 
European experience and the American , Auto- 
motive waa Nov. 24, 1934. 

aoe . W. Sound unemployment protection, Na- 

usiness, October, 1934. 

Tiedemann, T. H. A. Questions on Unemployment in- 

surance, Personnel, November, 1934. 
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Books and Pamphlets 


Academy of Political Science, New York, Current prob- 
lems of unemployment and recovery measures in 
tion. 108 pp. (Its proceedings, January 1934) 


American Association for Social Security: American 
doles cost more than unemployment insurance. (New 
York, 1934) 3 pp. 

Brooking’s Institution, Washington, D. C. The British 
Attack on Unemployment by A. C. C. Hill and Isador 
Lubin, 1934, 325 pp. 

Hansen, Alvin H. and others. A pi 
eee insurance and relief in the U. 

ress) 1934. 201 pp. 

Industrial Relations Counselors, Inc.: An historical 
basis for unemployment insurance; a report prepared for 
the Employment Stabilization Research Institute, U. of 
Minn., (U. of Minn. Press) 1934, 306 pp. 


International Labor Office, Geneva: Unemployment in- 
surance and various forms of relief for the unemployed. 
Second item on the agenda. Geneva, 1934, 187 pp. 


Leiserson, William M.: Social Security and the N.R.A. 
(In Social Security in the U. S., 1934. A record of the 
7th National Conference on Social Security . . . New 
York, p. 122.) 

Nathan, Otto: Some considerations on ‘unemployment 
insurance in the light of German experience. R: 

-— Journal of Political Economy, June 1934, pp. 289- 


National Conference for Labor Legislation, Wash., D. 
C. 1934. Proceedings 84 PP (Bulletin of U. S. Bureau 
of Labor Statistics, No. .) 


National Industria! Conference Board: Unemployment 
insurance. Lessons from British experience. New York, 
1934, 30 pp. 

Perkins, Frances: People at work . . . 
Day Co. (cl934). 287 pp. 

Retail Merchants Committee for the Study of ee 
Social and Unemployment Legislation. Un 
serves. Study outline, eres questions, list of alae 
ences. (New, York, 19 4.) 24 pp. Also, so, Unemployment 
reserves. Opinions and Se lessons from 
British experience. (New York, 1934.) 25. pp. (Second 
Study Pamphlet. ) 

Rubinow, a M.: The quest for security. New York, 
H, Holt & Co., 1934. 638 pp. 

Slichter, Sumner H.: Towards stability : the problem of 
economic balance. New York, H. Holt & Co., 1934. 211 
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The 74th Congress 


In the Senate 
Membership 
Total—96 


69 Democrats 


25 Republicans 
1 Farmer-Labor 


1 Progressive 


Presiding Officer 
President: John N. Garner, D. 
Vice-President of the United States 
Floor \Leaders 
Majority Leader Minority Leader 
Joseph T. Robinson, Ark, D. Charles L. McNary, Ore., R. 
Officers 
President Pro Tempore 
Key Pittman, Nev., D. 
Secretary 
Edwin A, Halsey 


Sergeant at Arms 
Chesley W. Jurney 


a ad Chaplain 
y Thorae Phillips, 
D. D. 


The New Congress Gets 
Under Way 


Politics to the Fore 


Bewmpexment in the House and 
unrest in the Senate are the most notable characteristics 
of the new Congress. 

And, incident to all the proceedings on Capitol Hill, 
is the far-flung gaze of every member of the House and 
Senate and every official of the Administration riveted on 
the Presidential and Congressional elections of 1936. 

The bewilderment in the House is due to two causes. 
In the first place, a large majority of the lower house is 
made up of men and women who are serving either their 
first or their second terms. 


“New Boys” in the House 

Those who arrived in Washington anew as the result 
of the elections of 1932 have learned a little, but not a 
great deal about their jobs. Those who came as a result 
of the elections of 1934 know practically nothing. 

And they are being hounded on all sides—by the Ad- 
ministration, by those who call them “rubber stamp” Con- 
gressmen, by those who desire to go even further than 
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« Now in Session 


Duration—January 3, 1935 to January 3, 1937. First Session Convened January 3, 1935 





In the House 
Membership 
Total—435 








320 Democrats 
3 Farmer-Labors 
3 Vacancies 
Presiding Officer 
Speaker: Joseph W. Byrns, D. 
Member of House from Tennessee 
Floor Leaders 
Majority Leader Minority Leader 
Wm. B. Bankhead, Ala, D. Bertrand H. Snell, N. Y., R. 
Officers 
Clerk of the House 
South Trimble, Ky. 
Sergeant at Arms 
Kenneth Romney 


102 Republicans 
7 Progressives 


Doorkeeper 


Joseph J. Sinnott 


Chaplai 
Rev. James Shera Mont- 
gomery, D. D. 


the Administration wants to go in the expenditure of 
Federal funds, and by the stirring taxpayers who are 
warning against a day of reckoning. 


The $4,800,000,000 Work Relief Bill 

So far there has been but one test of the temper of the 
House. That was the vote on the Administration bill 
appropriating $4,800,000,000 for works relief. About all 
the members of the House knew about the bill was the 
Administration’s announcement that the money was to 
be spent on public works jobs for the — of taking 
the unemployed off direct relief rolls and putting them 
on work rolls. 

Administration - officials. appearing before the House 
Committee on Appropriations were indefinite in their 
statements, but the committee ted what few explana- 
tions they gave and duly reported the bill. 


Grumbling Among the Members 

Seven of the fourteen Democratic members of the 
House Committee on Rules balked at a resolution drawn 
by the Democratic House leaders providing for one hour’s 
debate on the bill and no consideration of amendments. 
After a day’s wrangling, the leaders gave in, extended the 
debate limit to three hours and permitted the offering of 
amendments. 


During the debate many members railed against the 
sweeping powers given the President under the bill. On 
a viva voce vote an amendment providing that the Presi- 
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dent should give thirty days’ public notice of any expendi- 
ture he mi pte out of the funds appropriated was 
adopted. But later the leaders moved to reconsider that 
action and called for a roll call vote. On the roll call 
vote on the amendment the House reversed itself and the 
amendment was stricken out. 


Opposition to Secretary Ickes 


This showed that the majority were willing to go 
against the President provided they did not have to stand 
up and be counted. But if their names were to be made 
a matter of record they preferred not to take a chance. 

Part of the opposition tc the bill was due to hostility 
to Secretary of the Interior Ickes who, Members sus- 
pected, would have the spending of most of the money. 
And Secretary Ickes is not popular on Capitol Hill be- 
cause members of both the House and the Senate feel 
that he has not been generous with patronage. 

But, in spite of a great deal of private grumbling and 
some outward and harsh criticism of the bill, when it 
came to the test 329 members voted for it and only 78 
voted against it. 

The Mood for Spending 

The impelling motive, after all, was the feeling on the 

rt of those wo voted for the bill that their constituents, 
including state, county and municipal officials, wanted a 
shot at Federal relief money. 

Wise observers in Washington predicted long before 
Congress convened that it wouid a money spending 
Congress ; that it would vote for any appropriations the 
President might ask for and would probably think up a 
few more of its own to add to his. 

This prediction was borne out in House action on the 
Four Billion Dollar Bill. It will be borne out, also, in 
the Senate, so far as appropriating the money is con- 
cerned. 


Stubbornness in the Senate 


But there are signs that the Senate may be more stub- 
born about accepting the bill in its original form. 

Senators are more jealous of their prerogatives than 
are members of the House. Only one-third of them will 
face reelection in 1936. An appreciable number of them 
are in impregnable positions with their own constituents. 
A few of them “have it in for” the Administration for 
one cause or another. 

The Administration strategy was to rush the Work 
Relief Bill through the House as ry as possible and 
get it out of the way, because the ite House knew it 
might strike trouble in the Senate. 

How effective the opposition in the Senate will be re- 
mains to be seen. The first move was a demand on the 
part of the Republicans that the Senate Finance Com- 
mittee hold open ings on the bill. The next step will 
be an attempt in committee to earmark various items in 
the bill to conform to the regular annual appropriation 
system, whereby every dollar that Congress appropriates 


is for a definite purpose. — 


The Supreme Court's Oil Decision 
Senators are mindful, more than House members, of 
the Supreme Court’s decision in the oil cases, which was 
to the effect that Congress had violated its Constitutional 
authority in conferring certain powers on the President 
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maa a President, but ana chai Congas: 
to the i it on 

While the House is busy with is appropriation bills 
it will have a quiet period until Committee on Ways 
and Means brings in the Economic Security bill, the status 
of which is described in the Foreword on page 35 of this 
number of the Dicest. : 

After the Economic Security Bill will come the Bonus 
Te amas the Heues anet 
quiet for next few weeks, ex or wrangles over 
the regular annual sopcendation 1 

The Senate, however, is loaded with legisia‘tve and 
political dynamite. 


The World Court 


American adherence to the World Court is about to be 
settled. On the eve of voting both sides claim victory. 
Senator Ke Pittman of Nevada, Chairman of the Com- 
mittee on Foreign Relations, says that he has three votes 
to spare in favor of ratification. This means that a shift 
of two votes to the other side would mean defeat of the 
ratification resolution. Opponents are claiming that Sen- 
ator Pittman is overconfident and that they will muster 
the necessary votes on the showdown. 

From the political standpoint, keen interest is being 
shown in various movements toward going further 


in radical or liberal legislation than the Administration. 
Senator Long, Dr. Townsend and Father Coughlin 


At this time the three men being watched most closely 
are Senator Huey F. Long, of Louisiana, and his “share- 
the-wealth” movement; Dr. Townsend and his $200 a 
month old-age pension plan and Father Coughlin of De- 
troit and his League for Social Justice. 

Senator Long has deve into the a . of 
the Administration. Not only on the floor of Senate, 
but also over the radio, he is charging that the New Deal 
is failing utterly in reducing unemployment and speeding 
up recovery. His plan, in brief, is to limit all fortunes 
to $3,000,000 and to so tax the wealthy that 
money will be raised to give each American family an 
income of $5,000 a year. 

Dr. Townsend’s plan is to tax all business transactions, 
from the purchase of a package of chewing gum to a real 
estate or stock transaction running into millions, and thus 
provide $200 a month for every citizen 60 years of age 
and over, with the proviso that each pensioner spend all 
of his pension each month. 

Father Coughlin’s plan is based primarily upon infla- 
tion of the currency. 


Political “Fan” Mail 


These three men have proven that have a combined 
following large enough to give any politician the jitters. 

Senator Long receives by far the biggest mail of any 
man in Washington, exciuding the President. Re- 
cruits to his “Share-the-Wealth Clubs” are pouring in 
every day. His radio “fan” mail is tremendous. 

Dr. Townsend said when he came to Washington at 
the opening of the session that 25,000,000 had signed his 
petition. Mail in support of the Townsend Plan is vir- 
tually 75 per cent of the mail received daily by the average 
Senator and R tive. 

Father Coughlin’s “fan” mail is said to be the largest of 
that of any radio speaker in the country, although Long 
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adherents say that the Senator’s mail since the Louisiana 
Senator has taken up the radio in earnest, is rapidly 
creeping up on the Coughlin mail. 


The Nucleus of a Third Party 


The point of all this to the political observer is this: 


What will happen if some magnetic leader comes along 
in 1936 and works out a Third Party platform that will 
draw to himself the combined support of Senator Long, 
Dr. Townsend and Father Coughlin? 


And suppose this leader’s program suited, also, Upton 
Sinclair, the Farmer-Labor party in Minnesota and the 


Progressive Party in Wisconsin, headed by Senator La - 


Follette and Governor La Follette? _ 


Granted all this, from which of the regular parties 
would most of the Third Party supporters come? 

The answer to the last question is that they would 
come from the Democratic Party, as organized and led 
by President Roosevelt. That much is agreed to by both 
Democrats and Republicauis. 


Looking to 1936 


With these possibilities under consideration one has 
the whole checkerboard of national politics before him. 
He can picture three 1936 Presidential candidates on the 
board—President Roosevelt, representing the Democratic 
Party; a man to be named representing the Repubiican 
Party and a man to be named representing a Third Party. 

The Reosevelt problem is to save enough votes among 
the radicals in the Democratic party and to gain enough 
votes from the Republican party to insure reelection. 
Therefore, as soon as he gets his $4,800,000,000 works 
relief appropriation from Congress, the President may 
be expected to adopt a middle ground attitude toward 
other legislation, designed to win the support of the busi- 
ness interests. 


Democratic and Republican Strategy 


The strategy is to put himself in the position where, if 
a Third Party of radical aims should become alarmingly 
large in 1936, business will be afraid to take a chance on 
supporting the Republican party, but will turn to Roose- 
velt as its savior. 

Republican strategists doubt the President’s ability to 
get away with this. ey say that 14,000,000 Republicans 
voted against the Roosevelt policies at the height of their 
popularity ix November, 1934, and that nothing has hap- 
pened or is going to happen within the next year and a 
half to make them come over to him. 

With 14,000,000 votes as a nucleus and a fair, average 
Republican candidate for President, the Republicans con- 
sider that, with a militant Third Party in the field, their 
chances in 1936 will be excellent. 


Watching the Taxpayer 


One veteran Republican Representative, beaten in 1932, 
but executing a “comeback” in 1934, epitomized the Re- 
publican viewpoint : 

“I voted against the big $4,800,000,000 relief bill. I 
know that is an unpopular vote in my district today but 
I am willing to stake my political future that it will prove 
popular with my ccnstituents in 1936. 

“Unless the Roosevelt Administration can bring about 
recovery by 1936, it will face a taxpayers’ revolt. And 
when the taxpayers get off the reservation they are going 
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to make straight for the Republican fold. They will 
furnish the answer in 1936.” 

The Republicans charge that the big four billion dollar 
relief bill is going to be the greatest campaign fund a 
party ever had, but they are convinced that, even with the 
ability to distribute relief, the Administration will encoun- 
ter rough going by 1936. 

Administration leaders are fully informed as to what 
is going on,'and the various moves and counter moves in 
Congress, particularly in the Senate, during this session 
and the next, will all W made with an eye toward Novem- 


. ber, 1936. 


In the meantime, the regular Congressional grind con- 
tinues. 


Agriculture 

Both houses of Congress were deluged on the opening 
day with bills for further credit relief for farmers. These 
include bills providing for additional loans to farmers, 
bills for reducing the interest on loans already made for 
seed purchase and farm mortgages, and bills to cancel all 
Government loans to farmers, refinancing, etc. 

Gossip around the Capitol is that Congress may not be 
inclined this year to any further liberalization of farm 
credits on account of the AAA. It is indicated that what 
with the benefits under the AAA and the huge works 
fund in the hands of the Administration enough Govern- 
ment money will be spread around the agricultural sec- 
tions of the country. 

What kind of a fight the agricultural interests will 
make in behalf of these credit extension demands remains 
to be seen. 


A.A.A. 


There is no time limit on the operation of the Agricul- 
tural Adjustment Act except the life of the “national 
emergency.” Until the President declares the emergency 
at an end the A.A.A. will remain in force. 

There is no indication, according to Senators and Rep- 
resentatives from agricultural sections, that the farmers 
want to relinquish their cash rental and benefit payments 
under the Act. Continuation of the restriction of cotton 
production was approved by an overwhelming vote in the 
referendum in the Southern States. 

But Secre Wallace and other A.A.A. officials have 
indicated that, in the light of experience, certain 
in the Act would be advisable in the interests of better 
administration and when these desired changes have been 
worked out they wil! be laid before Congress. 


Currency Inflation 


On January 17, a currency inflation meeting called by 
Senator Elmer Thomas, of Oklahoma, author of the 
Thomas Amendment to the Agricultural Adjustment Act, 
was held at the Capitol. Represented were the Lea 
for Social Justice, organized by Father Coughlin, the 
troit “radio priest”; the “Martians”; the commodity dol- 
lar adherents, including Dr. Irving Fisher of Yale; the 
Committee for the Nation ; the Monetary Reform League ; 
the Farmers Union, and various individual Senators in- 
cluding Borah, of Idaho, and Wheeler, of Montana, sil- 
verites; Cutting, of New Mexico, Reynolds, of North 
Carolina, d, of Alabama, and Smith, of South 
Carolina. 4 


The meeting adopted resolutions, the provisions of 
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which will be introduced in the form of legislation. These 
provisions were: 

Immediate payment of the bonus in cash; amalgama- 
tion of the 12 reserve banks into one central bank, gov- 
ernment owned and operated; detachment of the dollar 
from a fixed gold value; issuanc- of currency only by the 
central bank; remonetization of ».'ver and free coinage 
at the 16 to 1 ratio of Bryanism; gov. ment substitution 
of Treasury notes for bonds; a permanent equalization 
fund to regulate the dollar in exchange; attainment and 
holding of the 1926 price level; investigation of those 
who hold government obligations for the purpose of 
“determining and disclosing potential enemies of this na- 
tion here or abroad” ; paying off of all bank depositors. 

The prospects of future inflationary legislation are tied 
up with the forthcoming decision of the Supreme Court 
on the gold clause cases, banking legislation and the sol- 
dier bonus as well as with the various moves for remon- 
etization of silver. 


N.R.A. 


As the Dicest goes to press Administration officials 
are still working on a bill for the extension of the Na- 
tional Industrial Recovery Act. The original Act, as an 
emergency act, covers a two-year period ending June 16, 
1935. A new act must be written, no easy matter in view 
of the conflict of views among the various Government 
Boards and Code Authorities now administering the Act 
since General Hugh Johnson’s resignation as Adminis- 
trator last October. ; 

There appears to be a disposition in Congress to extend 
the Act, with modifications, but until the President’s ad- 
visers can reach an t on what to recommend, 
Congress will remain waiting. Gossip around the Capitol 
has it that the Act, in much modified form, will probably 
be extended for a period of one year only. 


Veterans 


The cash bonus bill, next in line to the four billion 
dollar works bill, on the docket of the House Ways and 
Means Committee was laid aside in favor of the Social 
Security Bill and will be held back until that is disposed 
of 


The bill of Representative Wright Patman of Texas 


for outright payment of the bonus, coupled with currency 
inflation, and the bill of Representative Carl Vinson of 
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Georgia, which provides for full payment but does not 
prescribe a method for raising the money, are both before 
the Committee. 

It is expected that the Ways and Means Committee 
will promptly report a bill, probably the Vinson bill, since 
a on is a oars oO ae ce cel 

ouse will promptly pass it. ican ion is 

to support the Vinson bill. ee concedes 
that the House vi ee ee ill, but will 
override a Presidential veto. It is likewise conceded that 
the Senate will pass a bonus bill. The only question is 
whether the bonus advocates have enough strength to 
override a veto in the Senate. 


Senator .Pat Harrison of Mississippi, Chairman of the 
Senate Committee on Finance, claims he is assured 
enough votes to defeat a motion to override a veto, but 
his claim is disputed by the bonus advocates. 


The majority view in advance is that perhaps a com- 
promise will be worked out by which aid will be given 
needy veterans, but there are many ramifications involved 
and to make a definite prediction so far in advance as to 
what the temper of the Senate will be when the bonus 
bill comes up for final action is somewhat risky. 


Water Power Legislation 


President Roosevelt announced in his annual message 
to Co: that he would later send in specific recom- 
mendations on water power legislation. His National 
Resources Board recommended a nation-wide plan for 
water power development which the President sent to 
Congress on January 25. Part of his plan is the develop- 
ment of the St. Lawrence Canal. The rest involves the 
development and Government operation of all available 
water power resources along the lines of the Tennessee 


"Valley Authority development. 


This is the program which is, perhaps, of all, nearest 
President Roosevelt’s heart. It is also dear to the hearts 
of most of the western progressives in the House and 
Senate and to many of the Southerners. 

The report of the National Resources Board lists the 
various possibilities for development of the nation’s 
natural resources, including water power. In his message 
to Congress the President indicated that he would not, 
at present ask for any further specific water power — 
lation but that he might spend some of the $4,800,000, 
works fund for that purpose. 





Foreign Voluntary Plans in Operation 
Continued from page 41 


The employers contribute nothing. Each association re- 
ports to the Government the amount of the members’ 
contribution and the National Government and the muni- 
cipalities each contribute half that amount. Thus the com- 
bined governmental contributions equal the amount of 
employee contributions. 

Norway—(1906) Beginning in 1890 the Norwegian 
Central Association of Book Printers set up an unemploy- 
ment insurance system and were followed by other trade 
unions until the Government took control in 1906. The 
present law was enacted in 1915. Collections and admin- 
istration are in the hands of the Government. Employées, 
through their unions pay half the cost and the Govern- 
ment the other half. 

Poland—(1924) The Polish law, variously amended 
up to 1933. The system is voluntary except that the Gov- 
ernment may order compulsory insurance in establish- 
ments employing fewer than five workers. The contribu- 
tions are made by employers who pay slightly more than 
49 per cent; employees, who pay something more than 
16 per cent, and the Government, which pays approxi- 
mately 33 per cent. 

Spain—(1931) Unemployment insurance in Spain is 
administered by the Government. The funds being drawn 
from Government appropriations, gifts and contributions 
from various insurance associations. The plan has been 
in operation since 1932 and is in the process of develop- 
ment. 

Sweden—(1934) The Swedish system went into opera- 
tion on January 1, 1935, and details are lacking. Employ- 
ees and the Government will contribute to the fund, the 
former through their trade organizations. 

Switzerland—(1909) Insurance funds among trade 
unions in Switzerland began in 1884. In 1893, a com- 
munal fund was created by the City of Berne, and in 
1895, by the City of St. Gall. In 1909 a national decree 
was issued granting subsidies to employment offices. In 
1918, on account of post-war conditions the Federal and 
cantonal authorities joined in appropriating funds for 
public works, but as their expenditures failed of their 
purpose, the Government turned to unemployment insur- 
ance. The Federal Government laid down certain general 
regulations but each of the Cantons has a right to legis- 
late as to the classes of workers, age limits, etc. Some of 
the Cantons have voluntary and some compulsory. In 
most cases employers, employees and the Government 
contribute to the fund, 


vW 


A Glossary of Unemployment Insurance Terms 


Continued from-page 58 


Unemployment insurance—Insurance against the finan- 
cial loss resulting from involuntary unemployment. 

Unemployment relief—Gratuitous money allowances, 
or work, furnished either under o ized insurance sys- 
tems or by public or private organizations to workers in 

because of involuntary unemployment. 

Wage earner—Workers, usually manual or mechanical, 
who are paid at short stated intervals—by the hour, day, 
or week. Includes piece workers. 

Waiting period—In unemployment insurance discus- 
sions the waiting period is that time which must elapse 
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after an insured employee has lost his job before he can 


begin to draw unemployed benefits. object of the 
waiting period is to encourage an unemp! worker to 
look for another job as soon as he loses one. 

Workmen's compensation law—A law requiring certain 
classes of employers to pay specified amounts as compen- 
sation to employees injured while in their employ, or to 
their d ents in case of death, and in most cases pro- 
viding employers insure such risks in an insurance 
company or State fund or give guaranties of their finan- 
cial responsibility. 

Ww 
Epstein 
Continued from page 56 
ment insurance register, he stays there. The first 
thing you find out about the system is that that is abso- 
lutely wrong, because it is only about 5 or 6 weeks on 
‘the average. One group gets on because their industry 
has a siack season at the time, and when that industry 
picks up they get off and another group of workers go on. 
They are constantly shifted, and a man may be on two 
or three times in a year, but for short periods of time. 

During the 714 years from October, 1923, to the end 
of 1930—and these figures are very important—44.2 per 
cent of the insured never drew any benefits at all, never 
drew a single cent of benefit during the entire 7 years. 
In other words, the charge that is made that people just 
retire on the “dole” is belied right off by the fact that 
44 per cent of the people that have been insured have not 
drawn one penny of benefit in 7 years of depression — 
Extracts, see 7, p. 64. 


Donnell; 
Continued from page 57 

precedented burdens. Productive enterprise, however, 
cannot, without the grave likelihood of universal paralysis, 
be subjected to additional legislation involving social re- 
form, particularly when experience and common sense 
indicate the futility of many of these reform measures 
as methods for improving or correcting our economic ills. 

The best means to accomplish a reduction in unemploy- 
ment is to adopt a program which contemplates a mini- 
mum amount of regulation and legislation and which is 
calculated to inspire confidence, to stimulate private ini- 
tiative, and to encourage private enterprise.—E-tracis, 
see 7, p. 64. 
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